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NATIONAL STEEL 


Fresh colors and textures, custom-tailored to fit any designer’s 
imagination, are on tap at National Steel for the appliance in- 
dustry and many others. 


For National, through its new Enamelstrip Division, is opening 
an age of fresh product appearance and cost savings. How so? 
Through two lines of beautiful pre-coated metal in coils. One: 
metals with enamel coatings in almost every color imaginable. 
The other: metals with laminated vinyl coatings in an almost 
limitless variety of colors, patterns and textures—every one of 
them with high resistance to abrasion, fire, scratching and stain. 


Think of it for your products—the fresh appeal of new colors or 
textures—plus eight built-in manufacturing economies such as 
eliminating painting operations and reducing capital equipment. 
Now enamel-coated and vinyl-laminated metals take their place 
alongside the fine cold rolled sheet steels and zinc-coated steels 
with which National has long served the appliance industry and 
others through its six major divisions: Weirton Steel Company, 
Great Lakes Steel Corporation, Stran-Steel Corporation, The 
Hanna Furnace Corporation, National Steel Products Company 
and, of course, Enamelstrip Corporation. 


NATIONAL STEEL CORPORATION, GRANT BUILDING, PITTSBURGH, PA. 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


CUMULATIVE PREFERRED STOCK, 
4.08% SERIES 

Dividend No. 37 

25/2 cents per share; 
CUMULATIVE PREFERRED STOCK, 
4.24%, SERIES 

Dividend No. 14 

262 cents per share; 
CUMULATIVE PREFERRED STOCK, 
4.78% SERIES 

Dividend No. 6 

297/e cents per share; 
CUMULATIVE PREFERRED STOCK, 
4.88% SERIES 

Dividend No. 46 

302 cents per share. 


The above dividends are pay- 
able May 31, 1959, to stock- 
holders of record May 5S. 
Checks will be mailed from 
the Company's office in Los 
Angeles, May 30. 


P. C. HALE, Treasurer 


April 16, 1959 
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Stress is defined a3 


DR. HARVEY E. WHITE teaches Atomic Age Physics to 270,000 students on NBC’s 5-day-a-week “Continental Classroom.” 


RCA Electronics helps put new life into learning 


Five years from now America’s student 
population will approach 50 million— 
8 million above today’s figure. By pres- 
ent standards there may be too few 
teachers and classrooms. But an impor- 
tant part of this problem will be solved 
through electronics. 

Already, teachers are increasing stu- 
dent interest and covering ground 
faster with the help of such electronic 
aids as: RCA radios, records and rec- 
ord players, special audio-visual aids, 
TV, and tape recorders included in the 
“Language Laboratory Package.” More 


than 200 colleges and secondary schools 
have installed closed-circuit TV to im- 
prove instructing techniques and spread 
top talent beyond the walls of a single 
classroom. Still other schools use the 
programs of America’s 35 licensed edu- 
cational TV stations — approximately 
60% of which are RCA-equipped. 


Even at home, adults and youngsters 
alike are earning school credits through 
television. 

Helping the teachers reach millions of 
students, providing communities with 
better schooling at the least cost are just 
a few of the ways RCA helps strengthen 
America—through electronics. 


RADIO CORPORATION OF AMERICA 
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7*Our 52nd Year 
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THE STRENGTH AND VITALITY OF OUR ECONOMY... 
The democratic system of free enterprise established 
by our founding fathers has proven itself to be the 
soundest basis for vigorous economic growth and 
the well-being of the individual that the world has 
ever known. 

The speed and convincing fashion in which Amer- 
ica emerged from the recession has not only as- 
tounded the world, but has even surprised some of 
our top economists and businessmen. In fact, no one 
was more surprised by our stability and dynamic 
progress than the Russians, to judge from a bro- 
chure recently published on the future of the Amer- 
ican economy, by 15 Soviet economists. 

This high level of stability, with its remarkable 
standard of living for the people of our country 
will now be studied by the governments of the rest 
of the world, including the Communists. For com- 
parison—examples of what can be accomplished by a 
free people under a free government already exist 
in the enormous economic advances made by Japan 
and West Germany, operating under free enterprise 
systems similar to ours — and who have in the short 
space of the postwar period made gigantic strides 
economically far ahead of the accomplishments by 
any of the Communist countries — so far ahead that 
it = be noted more and more by the people of the 
world. 

So great has been our progress that the United 
States today is operating in the main under a middle 
class economy and all that it implies in standard of 
living and individual buying power. And, what is 
more, the existing opportunities for growth in our 
own country insure a bright future for coming 
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Trend of Events 


generations. 

It was our across-the-country expansion after 
World War II and Korea that lifted us to a new 
peak. And, in prospect now, is the development of 
the new areas open to exploitation and expansion 
along the St. Lawrence Waterway and hinterland 
that extends practically from the Atlantic through 
the Middle West, way up to the Pacific Northwest. 
The story of the opportunities is fully discussed in 
this issue by Dr. Van Cleef. Of course there will be 
necessary adjustments, but, as in the past, each will 
be a step forward. Just as sailing vessels gave way 
to steam, and the horse and buggy to the automobile, 
the future is bound to be a process of evolution. 

And there is also a new avenue of expansion in 
the making, through the rehabilitation which lies in 
the arid reaches of the Southwest, where the lack 
of fresh water has been a great handicap in both 
agricultural and industrial development — a con- 
dition that is bound to change as a result of the gov- 
ernment’s successful progress in producing the 
necessary water supply. This important advance 
may open up a new era for exploitation and in- 
dustrialization, which in addition to assuring a 
future food supply, will provide work, homes and a 
new life for our growing population — for many of 
our citizens — and the young people thinking of the 
future. 

Yes — the United States is still in a growth posi- 
tion, which the genius of its people can build to 
greater heights than we have ever known. In fact, 
the problems we have been experiencing as we move 
from one age into another are merely growing 
pains, which are a natural part of a changing age. 
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As 9 See Jt! 


by Charles Benedict 


MR. DULLES — THE RUSSIANS — AND OUR ALLIES 


6 bine great spirit of Mr. Dulles has moved the en- 
tire country to deep sympathy and hope for his 
well-being. Not even his severest critics have ques- 
tioned his courage and dedication. For he has not 
spared himself at any time in carrying out his mis- 
sions in the interests of our country and the West, 
nor hesitated to go to any part of the world when 
he felt it necessary to do so in the service of peace 
and international understanding. 

The differences with Mr. Dulles have arisen over 
matters of approach and implementation, and, be- 
cause he was the prime architect of our foreign 
policy and carried so much of the load on his own 
shoulders, his illness coming at this crucial time in 
our affairs caused consternation among friend and 
foe alike. Under these circumstances, even his 
sharpest critics—and those who frequently ques- 
tioned his judgment—were at a loss as to who 
could be called upon to take his place in dealing 
adequately with the Russians—our allies—and the 
entire situation. 

However, second thoughts now shaping up lead 
to the conclusion that the fears which made the 
problem seem unsurmountable at first blush, have 
been greatly exaggerated. For, since the Russians 
who knew what to expect from the reactions of Mr. 
Dulles to the various matters at hand and his gen- 
eral approach, will now, for the first time, be con- 
fronted with a new personality, whose view-point, 
methods and ideas they have yet to test—this is 
bound to give us an advantage such as we have 
heretofore not enjoyed. 

In fact, this situation takes on some interesting 
aspects, not only in relation to Russia, but to our 
allies also. Mr. Christian Herter has an eritirely 
different personality from that of Mr. Dulles and 
is highly respected in his own right. Besides, he has 
the advantage of two years in the State Department 
as Under-Secretary, and is thoroughly familiar with 
the problems in our relationships with the leaders 
in Britain, West Germany and France. Mr. Herter 
is fortunate too — in that when he goes to Paris 
he will have both De Gaulle and Adenauer in his 
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corner, which will add strength to his approach n 
dealing with his British colleagues. 

Already his status has been bulwarked by the 
change in our attitude toward the British position 
vis-a-vis Russia, which has shown a tendency t»- 
ward the same appeasement which has for yeas 
been responsible for our troubles in dealing with 
the Soviet leaders. 

In fact, one of the most striking things that has 
emerged since the illness of Mr. Dulles is the in- 
disputable evidence of the titanic effort he had io 
make in order to hold the allies together, which 
has been so clearly demonstrated by the way they 
fell apart as soon as they thought he was out of the 
picture. 

In retrospect, it seems that what appeared to be 
contradictory decisions by Mr. Dulles at the time, 
were actually necessary steps he had taken to com- 
promise differences in order to maintain the ap- 
pearance of a united Western front. 

It should be remembered that Mr. Dulles was part 
of Mr. Acheson’s team, and inherited the terrible 
problems resulting from the mistakes due to follow- 
ing the British policy of appeasement, which lost us 
our highly developed commercial interests in China 
and the friendship of the Mainland. Dean Acheson 
at that time seemed to be leaning heavily on the 
declaration by British interests that what we were 
witnessing in China was merely an agrarian revolu- 
tion, instead of the advance troops in the vanguard 
of a Communist army of conquest. 

I would say, without fear of contradiction, that 
it was Mr. Acheson’s policy of appeasement that 
led to the division of Korea and the general losses 
in our position and prestige around the world. 

The strong stand taken by President Eisenhower 
recently against further appeasement, is the only 
realistic position he can take. It is about time we 
put an end to a fallacious policy that has done us 
no good and much harm, these many years past. 

The arrogance which characterized recent attacks 
in the British press against Ike, with flat statements 
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that Prime Minister Macmillan was better qualified 
to take over the leadership of the West, shows clear- 
ly the determination of British industrial and fi- 
nancial interests to get their way — to dominate 
the situation. 

And the fact that these vituperative attacks in 
the London press were followed by similar ones in 
the other Commonwealth countries, including Can- 
ada, shows that it was a planted and slanted cam- 
paign to further British interests above and beyond 
any other consideration. And so determined were 
they to get their way that they also attacked Ade- 
nauer and De Gaulle 
bec: use they did not 
agree With them, prac- 
tica ly disrupting re- 
latinships between 
the allies right on the 
verse of the confer- 
ence. 
And yet, the basis 
for these British ma- 
neuvers are purely in 
the realm of specula- 
tior., which, in the long 
run, would make them 
the prey of Russian 
anc Red Chinese am- 
bitions. They may cry 
wo'f in vain if Russia 
turos on them. 

Do they think by 
questioning Mr. McEI- 
roy’s judgment, re- 
jecting Berlin air 
curbs, they will gain 
favor with Russia — 
that it will prevent 
Iraq oil from being 
nationalized? 

And will they even 
go so far as to en- 
courage Nehru to ad- 
vise the Dalai Lama 
to return to Tibet and 
submit to Red China, 
in the hope that this 
appeasement will hold 
Hong Kong for them? 

And after all this 
what can they possib- 
ly hope for from us 
when even Canada, our neighbor, talks about be- 
coming a neutral, and leaving us to hold the bag on 
NATO and Continental defense? 

The West is now at a crisis in its relations, and 
this evident loosening of ties clearly plays into Rus- 
sian hands. Speaking before officers and men of the 
United States Military Garrison in West Berlin, 
U. S. Army Secretary Wilber Brucker warned 
against disunity in this crisis over Berlin, which 
Russia is fomenting in order to drive the wedge 
straight through the heart of the wobbling Western 
alliance. 

Mikoyan’s visit tested our stand on appeasement, 
and, when the Russians failed, they turned to Bri- 
tain and tempted her with offers of trade and 
other promises which she found hard to refuse — 
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and further loosened the slender thread that held 
her to the Western alliance. 


Instead of doing everything possible to firm the 
better relations between France and Germany, 
which could stabilize and build a strong European 
coalition, London has chosen to act in a way that 
can disrupt this union, in the hope of advantages in 
the balance of power that may never accrue to her 
in the future, because Russia is sitting on the door- 
step ready to swallow all of Germany if NATO, 
which has been holding the European community 
together, is destroyed. 





The photograph above shows Presi- 
dent Eisenhower conferring with John 
Foster Dulles, and inset, Christian 
Herter, who has now been appointed 
to succeed Mr. Dulles as Secretary of 
State. 


The Russian bear is geared to march through 
Europe to the Atlantic and across the world. The 
only force that can hold them back is a firm resolve 
un the part of the United States, West Germany and 
France to stand shoulder to shoulder and refuse to 
budge from a “sound position,” to quote Mister 
Mikoyan. 

The undercurrent of dissatisfaction with the Bri- 
tish attitude, not only on the part of the United 
States, but by West Germany and France as well, 
is bound to be reflected in decisions at the ministers’ 
conference in Paris. And I have a feeling Mr. Herter 
will handle the situation judiciously in accordance 
with the best interests of the West as a whole, and 
not slanted to the special advantages of any indivi- 
dual country. END 
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Evaluating The Market Outlook 


As Inflationary And Other Pressures Continue = [i 


real 

Spotlighting the factors at work in the unusual nature of this mixed market, with average pres 
stock prices again at new highs. Evaluations are now generally over extreme past levels, caus 
but indications are that they will go higher — at least over the near term. Where history upw 
of market action from 1929 through 1946 shows why intrinsic values cannot be ignored — hecs 
although more than technical reactions are unlikely in existing environment. exp 
hap 

By A. T. MILLER , 


ma) 
a with a few years ago, you get con- how much nobody can say — before this market r se J org 
siderably less for your money today in buying a_ terminates in untenable and top-heavy excess. le-f ket: 
house, car or almost anything else — especially com- spite sharp sell-offs in some stocks. particulaly{ ( 
mon stocks. Partly because of the continuing invest- speculative issues which had been run up to absurd ffs 
ment-speculative emphasis on the long-term infla- levels, all general reactions so far this year have f sha. 
tion threat, stocks are indeed among the most in- been minor, have been accompanied by shrinkage ago 
flated of all things, as judged by formerly accepted in trading activity and have been followed without f ya] 


standards of value. much delay by improving prices on expanding vol-f wo): 
But present indications, technical and otherwise, ume. ery 
are that they probably will get more inflated — by It is still the same story up to this time. Follow- | the 


ing about four weeks of restricted trad- f whi, 
ing-range fluctuation, featured by 1u- J pec, 


MEASURING MARKET SUPPORT merous cross-currents within the list, 


peat 
“THE MARKET IS A TUG-OF-WAR... CONSTANTLY SHIFTING SUPPLY & DEMAND . : ‘ a 
PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 the industrial average gathered renew- | poy 


a ed strength last week, broke through Jann 

DEMAND FOR STOCKS its mid-March top and thus attained } jj), 
As Indicated by Transactions “ e . 
at Rising Prices another in the long series of new all- peal 
time highs. Rails had been stymied since f the 
mid-January; but began to rally with} w),, 
some determination in late March, and J jpn). 
put on a sufficient spurt last week to go in d 
into new high ground for the 1958-1959 i 
advance and thus to the best level seen } #,,; 


since July, 1956. Utilities remained | ;),. 

moderately under the high recorded by gair 

SUPPLY OF STOCKS this average on March 18. ahes 
As Indicated by Transactions 

at Declining Prices on 0 

The Factors At Work less 


MEASURING INVESTMENT AND 
SPECULATIVE DEMAND As in any free market, supply and Jed « 
demand determine stock prices, regard- } pect 
less of how foolish or wise the buying ] pric 
mw 100 HIGH and selling decisions prove to be over a | star 
— rey og period of time. So far, as heretofore, | mal 
the over-all supply-demand balance in] dan 
the market is working in behalf of] “ 
higher average prices. In short, the con- | new 
sensus of individual investors and spec- | mai 
M.W.S. 100 LOW ulators, and. of institutional fund man- | pas 
PRICE STOCKS agers, is that buying or holding stocks } hig’ 
rrertaaarts is preferable to selling. whe 
The reasons for this prevailing belicf,}90 
not necessarily in order of actual influ- Cit; 
17 2431-7 14 21-28 5 12 19 26 2 9 16 2330 6 19 2027 6 13 2027 31017241 8 15 22 ence, are: (1) established upward the 
NOV. DEC _JAN. MAR.__APR._MAY trends in business activity, corporate |%/é 
earnings and dividends; (2) confidence hig 
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in long-term prospects; (3) 
expectation of more long- 
range inflation; (4) un- 
willingness to incur tax l- 


TREND INDICATORS 


YEARLY RANGE 1951-1958 
ow seu 





ability by profit taking; 
and (5) the usual mush- 
rooning optimism gener- oa 
ated by a broad and pro- 
tracted market advance. 
The latter is generally 
more of the story at a high 
‘market level than people 
real ze. It is much of the — |) | 
present story not only be- = 
caus2 stocks have trended 
‘upward since late 1957, but 
because general investment 
experience has been more t—t—+ +} 
hap»y than sad through 170 a 
the whole long period since 165 
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major bull markets, mod- 55 By eh tet ME 
erate or minor bear mar- aot ll ll 
kets. 

Corporate profits in the | 
firs quarter were up |_| fe 
sha*ply from the low year- pe 
ago level, reflecting the us- fal 
ual leverage factors which 
work until business recov- 
ery takes up most or all of 
the previous slack, after 
which favorable unit costs 
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become less so or disap- 
pear. Total earnings are 
now running at a record 
annual rate around $25 bil- 
lion, against $17.9 billion in 1958 and the previous 
peak of $23.1 billion in 1956. Gains will narrow by 
the third quarter, with or without a steel strike. 
Whether a full-year record will be attained is prob- 
lematical. A more moderate, but sizable, 1959 gain 
in dividends is indicated. 

What’s the matter with that ? Nothing — except 
that the gains have already been so largely allowed 
for in stock prices; and that in many cases possible 
gains are being discounted several or more years 
ahead as indicated by sky-high price-earnings ratios 
on a current basis and dividend yields ranging from 
less than 1% to 2%. 

As regards inflation: If it is renewed and extend- 
ed on a creeping basis — which seems to be the ex- 
pectation — that too has been allowed for in stock 
prices for an extended time to come. If it should 
start to gallop, the effects will be disruptive and 
make tight Government controls inevitable, with 
damage to business expansion and profits. 

“Bull-market confidence” is, of course, nothing 
new. There was plenty of it before and at every past 
market top, including 1929, 1937 and 1946. In the 
past, people who bought even good stocks at too 
high levels had to wait some time for recoveries — 
whether the cost of living was rising or receding. 
On this point, the April letter of the First National 
City Bank appropriately observed: “Jt took 16 of 
the 30 stocks presently in the Dow industrial aver- 
age more than 20 years to get back to their 1929 
highs — and four still haven’t made it. Measured 
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from 1946, 12 of the stocks took between five and 
seven years to recapture their ’46 highs. Two others 
took more than twelve years and one has not yet re- 
gained its ’46 peak.” 

Sure, there is long-pull economic growth ahead, 
as there always has been. It probably will be less 
dynamic than the market consensus allows for. For 
the postwar period as a whole, we have had strong 
growth, partly due to catching-up needs and to the 
Korean War. Yet it took ten years to 1957 for earn- 
ings on the Dow industrials approximately to double. 

In seven years through 1958, dividend growth on 

the Dow industrials aver aged around 3% annually 





cash dividend vield on the general run of industrial 
stocks averages less than 3.2%. The past long-term 
average yield was nearer 5%. It may be somewhat 
less in future. That it will be 3.2% or less seems 
questionable. At 3% annual dividend growth — as 
in 1952-1958 for the Dow average — the buyer of an 
industrial stock at present average yield, will wait 
some 15 years for a 5% return on his cost. At a 
5% growth rate, the wait will be about nine years; 
and at a 10% dividend growth rate — possible for a 
minority of stocks — it will be over four and a half 
years. 


Anatomy Of The Market 


Last Thursday, when the Dow rose 5.08 points to 
a new high, only two of (Please turn to page 184) 
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GAUGING SECOND 


vy By New Orders - 
rat 


yx Inventories ;¢ Backloc’ss} j.; 
yy Industry by Industry | 


act 
By Harold B. Samuels the 
eq! 

ROM all indications the second quarter of 159} fle 

will continue the pattern of economic recovery} du 
that characterized the last quarter of 1958 and thef fel 
first three months of the current year. Encouraging} ne 
as this prediction sounds, however, it is necess wyf tr: 
for investors to place several vital factors in per-} ac 


spective. “g 
Two, in particular, stand out glaringly. The first 
is the oft-forgotten fact that statistics now — ani} in 


over the next six months — will be measured against} sh 
the low points of the recession, and in consequence} car 
will appear exceptionally attractive. bac 

The second, and perhaps more important factor,} of 
is the impact of the threatened steel strike on cur-] of 
rent business indicators. Most business statistics] the 
are heavily weighted by the few industries for] we 
which we have complete current figures. Since the] tro 
steel industry is one of the most important of thes 
it is normally an excellent indicator of the present] an: 
state of business. But when other industries are} an. 
swallowing steel in huge gulps as a hedge against] ju: 
a possible strike, the figures are liable to distortion} tiv 
Predictions, therefore, based on the current meas-} jim 
ures of economic activity must take into account the] th: 
distinct possibility that steel, and other important} gt: 


materials are being over-bought at the moment —] to; 
and that the second half of the year may witness a] gr 
compensatory slowdown. ba 


For investors, the probable distortions in today’s 
business figures are of crucial importance since the 
pace of economic activity over the next several! 
months will determine whether the recovery from 
the recent, and unlamented recession will carry 
business to high levels, or will tail off into modest] 4) 


and unspectacular activity. tit 
th 

The Key Indicators lic 

. , re 

Within this framework even the most basic eco-] yy 


nomic indicators must be viewed with a certain 
amount of suspicion. As in the past, we have found] 4, 
that from among the profusion (and sometimes con-] ,. 
fusion) of business statistics, the most practical 
keys to business conditions are; 1) the status of 
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industry’s backlogs of unfilled orders; 2) the con- 
dition of manufacturer’s inventories; and 3) the 
rate at which new orders are being written by our 
key industries and major corporations. 

Of course, there are other important indicators, 
but in most instances they are reflected to a greater 
or esser degree in these three factors. Construction 
act'vity, for example, shows up most critically in 
the backlogs of cement companies and construction 
equipment manufacturers. The latter in turn is re- 
fle ted back into the steel and primary metals in- 
dustries. The outlook for automobile sales is also 
fel: quickly in steel industry backlogs, and in the 
new order positions of companies manufacturing 
transmissions, body frames, tires and the scores of 
accessories that are part and parcel of Detroit’s 
“gilded chariots.” 

[tt should also be pointed out that a large increase 
in business activity raises the physical level of the 
shipment of goods — a factor which taxes the 
carrying capacity of the rails and leads to rising 
backlogs for the makers of railway equipment. Al] 
of the above, in turn, leads ultimately to expansion 
of existing facilities and a rise in new orders for 
the nation’s machinery and tool manufacturers as 
well as the producers of various electrical and elec- 
tronic industrial components. 

The above is basic, but today 


DQUARTER OUTLOOK... 


backs and a deepening of the recession. 

Since the last quarter of 1958, however, this 
situation has changed. At first, liquidation slowed 
down to a point where it was no longer a drag on 
the economy, and then in recent months a rebuild- 
ing of stocks began. So far it has not been sensa- 
tional, but just the fact of its reversal has been 
sufficient to push Gross Nationa] Product to a new 
all time peak of $464 billion, and to raise the level 
of industrial production to 144 (as measured by 
the Federal Reserve Board) — a figure only one 
percentage point below the February 1958 level. 

The reversal in inventory policy has led to some 
startling changes in just a brief period of time. 
Inventories equal to approximately two months 
sales is usually considered a normal level, but by 
February of last year they had climbed to almost 
two and one-half months sales, a record for the 
post-war period. By early 1959, however, a com- 
bination of low inventories and expanding sales had 
reduced this ratio to only one and three-quarters 
months sales — substantially below the average. 
This figure was an obvious tip-off that a new cycle 
of inventory accumulation was in the making. 

However, almost two-thirds of the inventory 
build-up in the early months of the year occurred 
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the future. A year ago, inventory 175 al ¥ 
liquidation was proceeding at a 
record post-war rate, as company 


150 











managements looked ahead to a 
prolonged dry spell. Moreover, 





despite the rapid liquidation, the las 
ratio of finished goods on hand 
to sales remained extraordinarily e 4 
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in the durable goods sector and was concentrated 
largely in the steel, primary metals and metal fab- 
ricating industries. The results read like a roster 
of bullish statistics. Steel operations have boomed, 
in fact output in March was the highest for any 
month in history; the price of copper recovered 
sharply enough to encourage Kennecott Copper to 
return to a $6.00 per year dividend basis; and of 
course Industrial Production and Gross National 
Product soared, as previously mentioned. 

The big question, however, is what will happen 
after the steel strike — or its threat — has ended. 


Encouraging Signs 


Happily, there are signs that the upswing is more 
than transitory. Manufacturers new orders spurted 
in February by $1.3 billion to an adjusted rate of 
$29.8 billion, a figure just shy of the pre-recession 
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peak of $30 billion in November 1956, and well 
above the recession low of $24 billion. 

Of course, part of the increase represented stee| 
ordering, but a large amount was also of the more 
basic and long-lasting type. Machine tool orders, 
for example, though still well below previous highs, 
have definitely turned upward. Freight car orders, 
perhaps a more sensitive indicator, have shown a 
sensational rise—and in fact new orders placed iy 
the first two months of the year equalled all orders 
placed with the car builders in 1958. Moreover, the 
secular growth of the electric utility industry 1a; 
again become manifest, and is showing up in grow- 
ing backlogs for the large producers of generators 
and power distribution equipment. 

Both General Electric and Westinghouse, for ex- 
ample, reported a slowdown in new orders last year, 
but since December, each has called attention t» a 
budding new round of ordering by the nation’s la “ge 
utility organizations. 

Perhaps most encouraging of all, however, :.1% 
the statements made recently by electrical utility in- 
dustry officials forecasting a doubling of ouput 
pacity by 1970. Forecasts of this type may go aw’y, 
but when made they can be considered an excellent 
indication of managerial optimism, at the moment. 


© S 


Capital Expansion Turning Up 


The more optimistic appraisal of the future is not 
confined to the utility industry, however. A recent 
study of capital spending plans indicated that busi- 
nessmen plan to spend almost 5 percent more ior 
plants and equipment in 1959 than they did in 1958. 
In effect, this reversal is second only to the inven- 
tory swing in economic importance. 

In all, capital spending fell 17 percent last year 
to $30.5 billion (The Magazine of Wall Street pre- 
dicted a 15 percent drop, while other leading sur- 
veys estimated the decline at from 10 to 13 per- 
cent), from $37 billion a year earlier. 

(Please turn to page 181) 














MANUFACTURERS’ SALES, 
NEW ORDERS AND BACKLOGS 
(Billions of dollars) 
New 
Sales* Orders* Backlogs 

BID cccsicsscnse 28.8 29.0 64.2 
Sune 1937 ............. 28.1 27.1 60.3 
BUR MUIE cctvesencnes 26.7 25.1 50.7 
MR, FID acrsssrecees 26.4 24.4 49.1 
Seb. 1988.............. 25.5 24.1 47.8 
March 1958 ........ 24.9 24.8 47.5 
Agel 1988. ........:. 24.9 24.5 46.5 
May 1958 ............. 25.2 25.0 46.1 
June 1958 .......... 25.7 25.8 46.4 
July 1956. ............ 26.3 26.5 46.7 
Ag. WEB nics. 26.4 26.1 46.7 
OE, WI ascsersces 26.8 27.0 46.2 
MS TD dcscctsccese 27.2 27.9 46.1 
Nev. 1956 .......:.... 27.5 27.8 46.7 
BOG, BOGS 200000000 28.1 28.4 46.8 | 
Bets. VEBD ccrcececrsse 28.1 28.5 477 | 
A TOD scasaccsses 28.5 29.8 492 | 
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wv! OTHER COMPANIES LIKELY TO JOIN 

year 

on THE STOCK SPLIT PARADE 

sur- 

per By Robert B. Shaw 
1959 is going to be a big year for stock splits. in a number of stocks. 

——aT It requires no crystal ball to make In the present article our primary interest is 
this assertion, as the 47 splits so far effected or not in why stocks split but when they split, and 
announced for New York Stock Exchange-listed more specifically, which stocks are likely to split in 
stocks during a period of barely over three months, the near future. 
already exceed the totals both for 1958 and 1957. But before we pass on to a discussion of indivi- 
It is almost certain that aggregate splits for the dual companies, one perplexing question deserves 

al current year will considerably exceed the 103 car- brief examination. Do splits in themselves raise the 

. ried out in 1956, the previous record year. price of stocks? Does it create any advantage 

? Numerous articles have been written in financial when the same equity in a corporation is suddenly 

4 publications on the motives prompting stock sp'its. evidenced by a greater number of paper certificates? 

' and the subject has been pretty well stripped of all Stock splits are undoubtedly popular with investors, 

; mystery. Briefly, stocks are divided primarily to and shares usually rise more rapidly than the 

; keep the price within a popular trading range and market from the time a split is rumored until some 

‘ thus to broaden the market. Most investors like to time after it is issued. This fact, already de- 

; buy in round lots, or at least in units of tens, and monstrated in more comprehensive studies, is il- 

; as smaller investors greatly outnumber large ones, lustrated again by the accompanying table of seven- 

f the demand for a stock sel'ing at 30 is considerably teen recent stock splits consummated or announced. 

i stronger than that for one selling at 60. This factor These issues appreciated, on the average, 9% from 

' normally suggests a split as every stock approaches their respective prices one week before each split 

| 100, although, of course, there are some contrary was announced, up to April 10th. During the cor- 

considerations as well. Some stocks split far below responding periods, the general market, as meas- 
| this level; for example, back in the previous high ured by the Dow. Jones Industrials, advanced only 
edi tide of stocks splits in 1956, Seaboard Finance split 4%. The advantage in favor of the split stocks was 

P49 2-for-1 when it only reached 38. Also, in a highly definite. 

-_v speculative market such as we have been experienc- In the case of sound splits it is improved earn- 

—'| ing, there was no sound basis whatever for splits ings and the general success of which the split is 
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Recently Proposed or Approved Stock Splits | 
Price Increase 
From Date of 
———Price—— Announcement Company 
Before Dow- Earnings Per 
Split ———Date Announce- Jones Share 
Ratio Announced Effective Recent ment Issue Ind. Aver.* 1958 1957 
American Tel. & Tel. ................ 3-1 Dec. 17/58 June 1/59 247 200 23% 7% $13.50 $12.84 
Arvin Industries ..............0000000 5-4 Febr. 25 Apr. 28 27 26 3 3 1.325 3.28 
Eastman Kodak .............:0000000 2-1 Febr. 17 Apr. 13 78 70° WW 6 2.575 2.55 
PTR, sevcsasccnovesssocsssncsisie 3-2 Mar. 26 Apr. 22 39 41 —5 —! 1.975 2.49 
Florida Power & Lf. ..............0. 2-1 Febr. 16 June 1 93 89 5 6 3.51 2.98 
General Amer. Transport. ....... 2-1 Nov. 6/58 Jan. 22/59 62 50° 24 12 3.035 3.30° 
General Development Corp. ... 2-13 Mar. 31 May 18 52 67 —22 - 2.80 -92 
MOIS TIEN 5a cecceressscecseses 5-4 Mar. 22 June 25 65 67 — 3 -1 2.45 2.49 
International Bus. Machines... 3-2 Mar. 31 June 10 550 525 5 = 10.65 7.73 
International Tel. & Tel. .......... 2-1 Dec. 10/58 Mar. 5/59 39 275 44 9 1.855 1.56° 
Joh & Joh 22-1 Nov. 17/58 Jan. 9/59 55 475 17 9 2.385 2.49° 
I IID ss acsiccxcacecksisascsasntin 2-1 Febr. 6 May 1 42 425 _ 3 4.015 1.90 
Motor Products ..............:.0:00000 2-1 Febr. 26 Mar. 11 34 355 -3 3 2.175 5d.98° 
Pfizer (Chas.) & Co. ............... 3-1 Nov. 13/58 May 15/59 38 315 23 9 1.485 1.415 
TRIN a cadiiedsasonkskonseciesen 2-1 Jan. 5 Apr. 21 42 365 17 5 2.895 2.025 
Universal Controls ................... 4-14 Mar. 18 June 17 60 77 —22 -1 2.001 1.28 
BINNEY Saccsssecscaccsericcscnssie 3-1 Jan. 27 May 90 645 42 1 4.105 2.76° 
*—Change in Dow-Jones Industrial average from its level a week 3—On top of 5 for 4 distribution payable on same date. 
before the split announcement. 4—On top of 10% stock div. payable April! 30. 
1—Estimated for fiscal year ended March 31. 5—Adijusted for split under discussion. 
2—12 months ended Dec, 31. 
=| 


merely a signal, that causes split stocks to ex- 
hibit better-than-market performance. In fact, split 
stocks which do not justify the promise which the 
split implies by showing continued earnings gains 
and early dividend increases have usually sunk 
back, after a few months, to their earlier level and 
degree of activity. The sad experience of issues like 
Fruehauf Trailer and Rayonier following their 1956 
splits shows that splits in themselves provide no 
assurance of financial success. Like the boy who 
called “Wolf!”, a split may even hurt a company if 
it builds up hopes that soon appear rash or un- 
realistic. 
Poorly Conceived Splits 


Splits do, nevertheless, sometimes spread like a 
teen-agers’ craze; some companies rush in to them 
impulsively in an ill-directed effort to court investor 
popularity. The adjoining list includes some ap- 
parent splits of this character. It can hardly be de- 
nied, for example, that Arvin Industries, an auto- 
motive equipment manufacturer, timed its forth- 
coming split unfortunately to follow so closely a 
year in which sales declined 23% and (adjusted) 
net income per share more sharply to $1.32 from 
$3.28 in 1957. Flintkete, which has enjoyed a 
favorable long-term record, might also have been 
better advised to delay its scheduled 3-for-2 dis- 
tribution until after longer opportunity for rec- 
overy from last year’s earnings drop to $1.97 per 
share from $2.49 the year before. These discourag- 
ing figures are opt to obscure the fact that 1958 
sales actually showed a narrow gain while the un- 
favorable earnings comparison was partly due to a 
special credit of $1,000,000 received in 1957. 


Splits as a Speculative Device? 


Three other issues illustrate even more dubious 
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practices. While General Development (ASE), en- 
gaged in real estate operations in southern Florica, 
was fortunate enough to emerge strongly on the 
profit side of the income statement last year, after 
some years of merely break-even operations, this 
hardly seems an adequate signal for simultaneous 
5-for-4 and 2-for-1 splits to be effected on May 18. 
Possibly the company is overanxious to redeem it- 
self from the stigma of a 1-for-2 reverse split back 
in 1956. Motor Products (NYSE), a manufacturer 
of parking meters, also has something to wave the 
flag about in racking up profits of $2.17 a share in 
its 1958 fiscal year, after four years of uninter- 
rupted losses, but it would have seemed wiser to 
wait for this prosperity to achieve a more solid 
foundation before celebrating by a 2-for-1 stock 
split. Universal Controls (ASE) has_ exhibited 
some recent gyrations that are reminiscent of the 
financial legerdemain of 1929. After splitting 2- 
for-1 last year, when it merged itself into its former 
subsidiary, American Totalisator, the company has 
just declared simultaneously a 10% stock dividend 
and a 4-for-1 split. Its volatile character can be 
indicated by its price range this year — 102 to 
38 — compared with its present price of around 
60. If these five issues, all of which except Arvin 
have suffered market declines since the announce- 
ment of their splits, were eliminated from the table, 
then the remaining twelve issues would show an 
average price gain of 17%, compared with only 
5% for the market as a whole, since just before 
news of the splits become public. 


This sharp contrast between the two groups pro- 
vides clear evidence that a favorable earnings pic- 
ture in addition to the split itself is an essential 
ingredient in the customary better than average 
post-split market performance. Most splits can be 


accepted — subject to unforeseen conditions, of 
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course — as valid projections of financial success, 
and thus point out profitable buying opportunities. 
It is certainly not too late to buy a stock after the 
solit has been announced, although it is probably 
well to wait until the initial fever has subsided. 


Sound Splits in the Making 


But just as with last year’s graduating class, 
attention quickly shifts from the consummated 
splits to the forthcoming candidates. Even if one 
is not on a board of directors, selecting splits in 
advance is something less than pure guesswork. 
The prices of stocks, the examples of other com- 
panies in the same industry, previous financial 
history, and even the character of the companies’ 
products provide some clues to the likelihood of 
prospective splits. A previous article on this sub- 
ject, in the Magazine of Wall Street, for November 
8, 1958, can claim a not uncreditable record for 
pointing out stock splits in advance; of 24 candi- 
dates specifically named no less than eight have 
effected or announced splits within the following 
five months. All of the others remain candidates 
in good standing. Because of the recent acceleration 
of the stock-split movement, however, we have com- 
piled a new list which accompanies this article. 

As the limitation of space prevents an adequate 
discussion of all of these twenty companies, we will 
pass over some of the best-known ones, on which 
it is relatively easy to secure information, in favor 
of a little more attention upon others which may 
not be quite so familiar. 

Air Reduction, as the second-largest producer 
of industrial oxygen, acetylene and metal-cutting 
equipment, has been traditionally associated with 
the steel industry. A generation ago this stock was 
a market favorite, but for many years, it must be 
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eo TNL __LLLL_LLLLL________§_#£__HH_ _—__ ________________________, 
20 Candidates For Stock Splits 
1958 
Earnings Price- Previously Split 
, Recent Per Current Earnings Div. Old 
Price Share Div. Ratio Yield Date Price 
Ra sagas hack connkenenessissakscenashesnamnoss sibcbcabagnesissiiians 89 $3.44 $2.50 26.8 2.8 Apr. 1936 180 
i NR III oc ivoncacscncococssadovossstosncoecassetoiscose 140 5.53 3.50 25.3 2.5 Nov. 1957 150 
ON gore ecisasctschnntsscixoncnvencasenauunppanbinenemn 100 8.55 5.00 11.6 5.0 July 1930 132 
Borden Co. .........00-+: ION Pe ET Se 80 5.06 2.80! 15.8 3.5 Apr. 1929 -_ 
SEURORIMIET THGIIOR ...000.0500.n-nccocssesseses connpnoecsossescesesaosnesssnons 89 3.48 2.40 25.6 27 Mar. 1935 96 
Coming Glass ............cccccsccsscrccserecoccnscnessssesserererecssssossscees 105 2.52 1.50 41.5 1.4 Jan 1955 150 
Ci iacciainciiouiisiniidiinhA sea 70 3.46 3.00 20.2 42 Nov. 1948 69 
SUMMING IIIT ecscesoscsonsosssocessecessasase-sacosenesnsisioesenovsieseeaes 62 3.49% 1.60! 17.8 2.6 Sept. 1956 37 
Sa UNE IO sssscssceisssconsensecencesesscscssesosvenssvavese 144 6.247 2.601 23.1 1.8 Jan. 1955 120 
I gs oan csge sits cp cabin udiopnians caren enennaatcbaegatass 98 6.49% 3.00 15.1 3.1 Aug. 1945 135 
I scan spas cpcpcanar cise psctsh~csssovancsassonshbsesnnseconnveuseseses 114 10.17 2.50! 11.2 2.2 June 1951 100 
Kansas City Southern Ry. ...........:ccccccee cesesseseeseseseeseesencees 82 8.63 4.00 9.5 4.9 Apr. 1953 84 
Mbawelc B Co. ....ccsccccccccscrsesccsensscosscscscccsssescccssnsnscsescessescosesoes 80 2.53 1.40 31.7 1.8 Sept. 1951 105 
Minn. Honeywell Reg. ............:..-cs:ssecsseeeeseeneennecearensenenneees 122 3.23 1.75 37.8 1.4 May 1955 120 
Minnesota Mining & Mfg. ..........-...csccsseseeeeeesenseesesetenenees 132 2.58 1.20 51.0 0.9 May 1956 140 
Pinesetiete CUROIOENE 5csccce..cscnccc-ccccccssscescecscsssccssassvccnscsonesecses 82 2.86 1.85 28.7 2.3 Nov. 1944 185 
Sherwin-Williams Co. §& ...............:sssccsssceesreeseeesersessesenenees 230 11.485 5.50 20.0 2.4 Aug. 1947 140 
Sunshine Biscuits ................:cccccccsseeeseeeeecereeeesenereteneaereneees 104 6.89 4.40 15.1 4.2 Apr. 1946 90 
Uaion Corrbsidle Co. ....0.2..0.0ccsccscsscsssersccoscscssrecesescsosssssonsess 130 4.15 3.60 31.3 2.8 May 1948 120 
Youngstown Sheet & Tube .............csssssesessesseerennersenenenenss 120 6.23 5.00 19.2 4.2 Oct. 1950 160 
1_plus stock. 412 mos ended Nov. 30. 
2—Fiscal year ended Oct. 31. 5—Fiscal year ended Aug. 31. 
3—Fiscal year ended Sept. 30. 6—Listed on American Stock Exchange; all other companies are on N. Y. S. E. 
ee  ———— OOO 






admitted, the company had been a little somnolent, 
and has certainly lagged far behind the progress 
of other chemical manufacturers. Since 1936, in 
fact — just after its most recent split — the stock 
has drifted generally downhill. Now, however, the 
prospect looks definitely improved. Some diversifi- 
cation has been accomplished. Sales and earnings 
have both shown a steady upward trend since 1950, 
and last year’s decline in net income per share to 
$3.44 from $4.31 was not excessive considering the 
industrial character of Air Reduction’s market. 
The stock still cannot qualify as a definite growth 
issue, but seems likely to hold on to the improve- 
ment that has already been accomplished. 

Corning Glass, on the other hand, has already in 
a relatively brief period, won a strong position as 
one of the outstanding growth issues on the market; 
its sales have more than tripled since World War II 
and earnings have expanded even more rapidly, 
although they have slowed down in recent years. 
The company is engaged primarily in the manu- 
facture of industrial glassware with special elec- 
trical and chemical qualities, although it does have 
consumer divisions as well. Besides foreign subsi- 
diaries in Argentina, Brazil and Mexico, Corning 
has diversified through the establishment of af- 
filiates jointly owned with Pittsburgh Plate Glass, 
with Dow Chemical, with Owens-Illinois and with 
Sylvania Electric, for the cooperative development 
and manufacture of products in fields of over- 
lapping interest. Corning last split its stock in 
January 1955. The current price/earnings ratio is 
extremely high and income hardly more than nomi- 
nal, but the issue is attractive for patient, growth- 
oriented investors. 

Emerson Electric is an example of companies 
that show some proclivity to split at a lower level; 
its last split occurred in September 1956 when the 
old stock reached only 37. (Please turn to page 170) 
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HE inauguration of a new economic era in the 

history of the United States, and more especially 
in that of some 12 states and parts of 5 other states 
tributary to the Great Lakes, may be signalled when 
Queen Elizabeth and President Eisenhower partici- 
pate in the formal opening of the Great Lakes - 
St. Lawrence Seaway on June 26. That the all-water 
route to Europe and other overseas regions will 
have significant repercussions upon freight rates 
within the United States and in part, upon the 
direction of traffic movement, namely from east- 
west to north-south, was pointed out in the issue 
of this magazine for April 13, 1957. What may lie 
ahead for investors desirous of profiting by the 
prospect of improved trading conditions must, of 
course, remain at this time purely speculative. But 
in the light of experience and certain facts at hand, 
such speculation can be set forth with a degree of 
confidence which gives it substantial realism. 


Fabulously Rich in Natural Resources 


The area immediately concerned lies within an 
are which begins in eastern Montana, swings south- 
eastward across Wyoming and Colorado, thence in 
an easterly and northeasterly direction terminating 
in extreme. western New York State. Inside this 





limiting line is concentrated perhaps the richest 
assortment of natural resources within any com- 
parable region of the earth. Nowhere else is there 
such an abundance of iron ore, coal, fertile agricul- 
tural land, water supply, and favorable climate, so 
readily accessible. Indicative of its productivity is 
the fact that of the total production in the United 
States, this area yields roughly, 80 per cent of the 
iron ore, 40 per cent of the coal, 61 per cent of the 
wheat, 71 per cent of the corn, 69 per cent of the 
dairy products, 75 per cent of the steel, 61 per cent 
of the machinery, 44 per cent of the chemicals and 
84 per cent of the motor vehicles. 


A New Day 


In an environment like this there must still be 
abundant opportunities for judicious investment in 
activities under sound management. Add to this 
setting the opening of an effective deep-sea route 
to all continents and the prospect becomes even 
brighter. In our enthusiasm for this new day, how- 
ever, we should not entertain the idea that a boom 
development is imminent and all investments are 
therefore certain to yield returns. The seaway will be 
only one, although an important one, of a numbe) 
of elements contributing to the progress of the 
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region and as such it may not always be possible steel capacity in the interior area adjacent to the 
om- to differentiate its role from the others. (See charts Great Lakes is revealed in Table 1. 
lere in this article.) 
cul- Two beneficial reactions to the seaway may be Table 1 
» expected, (1) Direct, and (2) Indirect. 
+t d Direct benefits should accrue to those organiza- Annual Steel Producing Capacity * in States Tri- 
the tions which produce goods for export or which butary to the Great Lakes. 
the import raw materials for processing or import (Net tons of Raw Steel) 
ihe commodities for direct consumer purchase. hooen 6. 6 tee % 
ent Pager yea gg ree ss those i iciicbinlonsinmniapicie 8,314,020 12,389,960 
and a 0 .— ed —or — = “es a wad — Ee eee 11,070,300 18,440,500 

a a a oe So one cis akciondaaicieis 4,055,190 7,941,600 

panics. Minnesota ..ccssssssssssssseeeeen 690,000 973,000 

Then too, firms engaged only in domestic trade nye ee 4,139,900 7,347,920 

may benefit from incidental transportation rate ad- SE 19,210,000 28,861,680 
be justments, on freight that is not involved in over- . Ceneiionte ........:..... 23,693,030 27,176,530 
in seas trade and from other aspects to be noted later. ae 1,328,000 1,813,550 
his West Virginia 2 .....cccsececscessen 2,376,000 3,410,000 
ute i as Pa ar ar ited Sa ge rep + See Hed, ee He in Die 
rey) To Benefit the Most 1_A distinction is made between capacity and production. Current 
aan F P U. S. capacity is significantly greater than the industry’s 
yw - The steel industry undoubtedly will gain most highest production in any single year. 
om from the opening of the seaway. As is now well 2—Because production takes place in these states in close proxi- 
ure known, these interests have been the principal agents mity to their boundaries with Indiana and Ohio, respectively, 
be responsible for the recent quick action which has they are included, in this instance, among the states tributary 

. 7 to the Great Lakes. 

per led to the waterway improvement after a delay of (From Steel Facts, American Iron and Steel Institute.) 
he close to a half century. The tremendous increase in 
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It is not possible to state how 
much of this increase is attribut- 
able to improved accessibility to 
the Quebec-Labrador ore deposits. 
No doubt the “Cold War” has 
been a factor, as well as the de- 
mands arising from a substan- 
tial growth in the national popu- 
lation. The fact remains, how- 
ever, that a substantial increase 
(44.7 per cent) in the course of 
the past ten years, has occurred. 
What is more, there is no reason 
to expect a reversal in the trend, 
now that a continued supply of 
high grade ore, up to 65 per cent 
purity, is assured in quantities, 
which can be transported at a 
relatively low cost. 














The Rich Natural Resources Area 





Steel industry mills along the 
lakes will not only benefit from 
easy access to the new ore but 
they will save freight costs on 
their direct importation of a 
number of chemicals associated 
with the manufacturing process. 
To augment domestic supplies, 
nickel, tin, tungsten, and man- 
ganese are among the essential 
items. With improved accesibility 
and consequent freight and hand- . 
ling savings, costs of production \ 
can be held down and market- \ 
ability of the finished product ee 
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Although the steel industry re- 
flects demands made by users who 
process the raw product for further use, stabiliza- 
tion of the industry in the Great Lakes region by 
virtue of dependable iron ore and other raw mate- 
rial supplies is certain to encourage manufacturers 
dependent upon steel, to plan their own growth 
with renewed confidence. This, in turn, should in- 
crease demands for raw steel. Assuming good man- 
agement by both steel producers and processors of 
finished commodities, investors in these operating 
companies should not only feel a greater sense of 
security but they may well find opportunities to 
purchase stock in new establishments founded to 
meet the demands of an ever growing market. 


Machinery 


Among the many industries dependent upon 
steel are those which produce machinery. Accord- 
ing to the U. S. Census of Manufacturers for 1956, 
machinery products based on value, rank first 
among all manufactures for the combined states 
of Ohio, Illinois, Michigan, Indiana, and Wisconsin. 
This total represents 44.6 per cent of the total ma- 
chinery manufactured for the nation. If to this be 
added production in the remainder of the 17 states 
included in the Great Lakes Region, the percentage 
rises even higher, upwards of sixty per cent or 
more. 

Manufacturers of machinery have always shown 
interest in the world market. Most of their ship- 
ments have gone by rail to seaboard ports. For 
those located in lake ports or within relatively short 
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Chart 1 


distances of them, the cost of transportation can 
be expected to play a direct role in improving their 
competitive position. When we refer to “compe- 
titive position” we have in mind not only the re- 
lation of Great Lakes producers to those located in 
other regions of this country, but also to competi- 
tors in other parts of the world. Chicago manufac- 
turers point to a savings, all water to Rotterdam, 
versus rail and water via the Atlantic seaboard, of 
23 per cent on small industrial machinery; on agri 
cultural implements the savings is 43 per cent. Ov 
road building machinery shipped to Great Britain, 
the freight differential is 20 per cent. From Cle- 
veland, Ohio, to Antwerp, the savings on addressing 
machines shipped via the Seaway is 25 per cent 
under the cost via New York. 


Savings and Profits 


These freight savings combined with those on 
imports of elements that enter into the manufactur- 
ing process, mean of course, a stimulus to growth 
and increased output. Under efficient management 
monetary returns should rise. It is not possible, nor 
even desirable to try to single out a particular 
manufacturer or a particular item as certain to 
yield gains. So much is dependent upon the policies 
pursued by the owners or directors of an organiza- 
tion. We would not be safe in stating that organiza- 
tions which manufacture machine tools, machinery 
for moving road-building materials, agricultural 
machinery, electrical apparatus, or mining ma- 
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chinery are among those in 
which investment would be 


promising, based merely upon or 


the fact that they now enjoy Sur ist 
a fair export business. Nor — 
dare we be certain that in the ; 
light of the convenience of- — 
fered by the Seaway these ss 
producers ought to do better. 
There are too many intangi- 
bles to guarantee the verifica- 
tion of any such forecast. Our 
purpose is only to suggest di- 
rections in which investors 
should look and from that 
point forward they must ap- 
pl.” such acumen as they may - 
possess. 


Chemical Industry Imports 


Another field of outstand- 
ing importance in the Great 
Likes Region is the chemical 
industry, both raw and fin- 











CHART #3 — OVERSEAS TRADE OF 
U.S. GREAT LAKES PORTS: 1956 


VERSEAS ORIGINS AND DESTINATIONS OF TRADE 
in short tons 








isied products, of which 





there are a legion. It would be 

hard to name a chemical not in demand in this 
region which constitutes so large a part of the 
American Manufacturing Belt. 

Some idea of the role which the Seaway may have 
in facilitating the importation of those chemicals 
which are now imported by this route may be gained 
from recent data. The value of chemicals and related 
products imported in 1956, via the Seaway was 
$1,383,636, equal to 1.7 per cent of all imports via 
this route. In view of the fact that the Seaway 
was still not available to large vessels, was not 
easy to navigate, and port facilities along the 
shores of the Great Lakes were not what they will 
be ultimately, this figure is a good omen for the 








Table 2 


Dollar Value of Overseas Exports via the 
Great Lakes — 1956 
aie eal aati TI, GID a ovisninxccssrscericcsccccsccccoissoasee $10,256,215 





Motor vehicles, parts and accessories 13,748,386 
Construction, mining machinery and parts ................ 7,662,815 
I SII sss scanick cuayoehcodpcoakensshvenbansicnsavensancabnstss 4,383,844 
a NI «sc Sodas ds sendnokeunonscnenubabosacossionss 4,086,567 
Electrical machinery and apparatus ...............cs0see 2,585,960 
MPNINNINED”. “iis cischsiracbacbceensdnsiiandenebgndablansssjananiorisecnsentccsnenenaasons 1,768,138 
Rolled and finished steel mill products ...................0 1,761,654 


Dollar Value of Overseas Imports via the 
Great Lakes — 1956 






Distilled spirits, malt liquors, and wines ................... 12,743,084 
I HEE ICI UII 550; ccccasnecetonasuonasconvesennesanesessns 4,631,891 
INN ID soars ccscssicaccssantestsecesashvccvasscoasesvssssiabansevecrsecstonnne 3,374,356 
Nickel ore, concentrates and Scrap ...........c:cceseeeeeeees 2,500,979 
I (OI, REE: ROI 5c. sn ncnossassaaciidnsnocnpeaccoses 2,176,804 
IIIT II oo cssscknsveadtensesconsebosecsipancanseie 1,837,592 
TORII I oo a scscecudi nin snaancbaudabieusescamedinus 1,152,407 
SP III oss scccecscenstsaausnoinchaansansostopsinoastavonbonasensene 1,139,465 





A few among the many items in overseas Seaway commerce 
illustrate something of the diversity of the commodities involved. 

The dollar values in 1956, three years before the opening of 
the waterway to deep draft vessels, portends what may be 
ahead by way of much greater activity and the opportunities for 
investment. 

Data from, Bureau of the Census, prepared for the Great Lakes 
Commission. 

















WATERBORNE CARGO TONNAGE 
IN THE UNITED STATES GREAT LAKES 

















EXPORT AND IMPORT TRADE 1950-1956 
“ 
| CHART * 2 
35| 1) 
| TOTAL TRADE Fd 
| S 
| 
a A 
r ™ J 
© 95} | | . 
tig ee —— v a ad 
s ee, a 
Ww ~ a 
.. 20} ee as 
— ExpoRTS=” 7 | 
5 | | 
= 15} 
= | 
10| 
| Phish ty 
Faia 
| 
1950 1951 1952 1953 1954 1955 1956 




















APRIL 25, 1959 


future. If to the figure cited, be added dyeing and 
tanning materials, oils, fats, waxes, gums, and 
resins, and a miscellany of products which can be 
classified as chemicals depending upon their use, 
the total value of imports is increased by several 
millions of dollars. 


Exports 


In the realm of exports of chemicals and related 
products, shipments via the Seaway, in 1956, were 
valued at $7,143,385, equalling 6.5 percent of the 
total of commodities (Please turn to page 175) 
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Inside 
Washington 








FEDERAL BUDGETS for Fiscal Years 1961 and 1962 
will have their size determined by what Congress 
comes up with in its current debate to decide income 
and outgo for the 1960 Fiscal Year, which begins in 
little more than two months. Even if Congress ac- 
cepts the President’s balanced budget for 1960, says 
Budget Director Maurice Stans, there is enough 
built-in uncontrol!able momentum in the $77 billion 
level to raise total expenditures in Fiscal 1961 by 
$2-3 billion. This will result from an inevitable 





WASHINGTON SEES: 


That serious revolt against the Senate leader- 
ship of Lyndon Johnson of Texas, coming into ex- 
istence, can be put down as wishful thinking on 
the part of two groups with different objectives: 
Republican strategists, whose interest is under- 
standable and Democrats who regard Johnson 
as a probable aspirant to the Presidential nomina- 
tion but who are backing other hopefuls. 

The Texas Senator has weathered storms be- 
fore. Each time he came out of the blow a little 
stronger. It should not be forgotten that he was 
so severely criticized in his early leadership years 
that foes made a play on his first name to 
characterize his tactics. “Lyin’ down Johnson” they 
called him. 

Only four Senators have publicly criticized his 
work this year and two were almost apologetic. 
The one who started it all, Senator Proxmire of 
Wisconsin invariably praises the leadership, ac- 
cepts the decisions, but wants a voice in making 
them. He probably gives voice to an inner feeling 
many colleagues have. But Johnson knows his 
party is split on many fronts. Caucuses, he rea- 
sons, afford forums for open fights which can be 
avoided by private talk-outs. He has such sessions 
almost daily, sometimes with as many as 25 
democratic colleagues, alone or in groups of 
varying size. He could on an hour’s notice turn 
any day’s session into a triumph of adulation in 
which might call on an array of respected talent 
that would smother the articulate opposition. 
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By “VERITAS” 


increase in interest costs, the likelihood that farm 
programs (whatever their makeup) will cost more, 
water resource projects will be in a heavier-cost 
area, aviation and outer space expenditures will 
zoom. 


DEFICIT FINANCING will exist next year, says the 
Federal official who is c!osest to the data, to the 
extent that costs go above $77 billion or income 
drops below that figure. What is the outlook in that 
direction? Stans doesn’t pretend to know but he 
directs attention to the fact that there are bills in 
the committee stage in Congress today which, if 
enacted into law, would add $30 billion to the pre- 
sent cost of Federal Government, and reduce income 
by $10 billion. “Perhaps some of them would be nice 
but fortunately most of them won’t be given serious 
consideration. We can’t have them without scraping 
up the means with which to pay them. And I do not 
believe people want a general tax increase right 
now.” (Nor will they get one!) 


SENATOR BYRD’S Finance Committee estimates a 
deficit next year of at least $1.2 billion — even if 
President Eisenhower’s budget were to be accepted 
in toto. If disbursements go to the $80 billion figure 
commonly used in projections for next Fiscal Year, 
the deficit would be $4.2 billion. This assumes there 
will be no increase voted in postage rates (a fair 
assumption), and contemplates no change — up or 
down — in Federal tax. It rules out the increase 
in motor fuel taxes on which President Eisenhower 
had relied to bring a precarious balance over the 
black line. 


DEPLETION allowances for income tax purposes on 
production of oil and natural gas are almost certain 
to remain at 2714 per cent, which is the figure that 
has withstood attack since it was established in 
1926. It applies only to producing, and not to in- 
come from refining, transportation and marketing. 
It can be shows to be a minor percentage of the tota! 
income of the operating companies. Because it may 
not in any event exceed 50 per cent of net incom« 
and other factors, the allowance actually runs about 
15 per cent. 
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Unemployment isn't something that will go away if 
ignored, nor is it a poser that will be solved by recitation 














necessity cover all situations. It is possible to show by 





official and privately-collected statistics that the 
country is better off today than at any time in the past 
18 months. But that is meaningless to 267 large and small 
industrial areas in America where joblessness was a 
continuing crisis, in March. The U.S. Department of Labor 
collected its reports and drew from them the fact that 
the industrial areas with more than 6 per cent of their 








labor pool untapped increased by 76 over March 1938. That 





month is regarded as the depression's low point. The break- 








— eee 














down shows that 6 per cent=plus idleness prevailed 
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work; and 11 had unemployment of more than 
12 per cent. The preliminary statistics of 
jobless in February showed 4.7 million 
unemployed, making it the worst February 
since the end of World War 2. Industrial 
production, meanwhile, made only a three- 
point gain in the past three months, comparea 
to a 15-point advance in the preceding 7 
months, according to Federal Reserve Board 
studies. The 11 hardest-hit areas are 
Detroit and Muskegon, Mich. ; Altoona, Erie, 
Johnstown, Scranton, and the Wilkes-Barre- 
Hazelton area, Pennsylvania; Huntington and 
Ashland, W. Va. 3; and Mayaguez and Ponce, 
Puerto Rico. Extended unemployment compen- 
sation voted by Congress will be offset to 
some extent when schools close for the 
summer months. 























Labor Union Reform Bill— It would appear 
safe at this point to forecast that Congress 
will pass a labor union reform bill substan- 
tially as proposed by Senator John F. 
Kennedy and acceptable to organized labor. 
That a public housing bill will be enacted 
seems assured, but it will be a compromise 
between the revived New Deal method and 
President Eisenhower's draft. If it is 
otherwise, Ike will veto it. Whether Con- 
gress will override is anybody's bet. 

Area redevelopment will be indorsed by 
Congress with funds of about $400 million to 
be spent. Ike's token program is being 
ignored. Here, again, a veto is in prospect 
and the action by Congress on a vote to over- 





























Reason is that the same basic issue will be 
at stake: whether the already assured 
unbalance of the budget should be aggravated, 
or an attempt made to come close to living 
within the national means. 























Payroll bills in the congressional hopper 
are numerous and various. Only three were 
receiving the degree of consideration that 
Suggests they'll ever come to a vote and in 
no case is passage taken for granted, 
except for the one extending unemployment 
compensation for those already on the rolls 
as of March 31. That has become law. Another 
would insure the jobless 50 per cent of 
overage pay for a 39=-week period. This has 
some bipartisan support but the backing 
doesn't shape up as influential. Extension 
of the Fair Labor Standards (wage-hour) 

Act will be hotly debated. The Labor Bloc 
proposes to place several million additional 
persons under the protection of the law 

and increase the minimum wage from $1 to 
$1.25 an hour. The Administration will not 
oppose limited broadening of coverage, will 
oppose the higher rate of pay. The compli- 
cations which stalled a similar measure last 
year are present today and the outlook, 
therefore, is the same. 


























The House has completed hearings and 
the Senate is droning through on an aid-to- 
education bill which eventually would cost 
$4.7 billion in Federal grants annually. 


Unless every sign, and every poll mis- 
carries, the hearings will be wasted time. 





























ride probably will set a pattern. If the 
President wins on the housing bill, he'll 
probably win on area redevelopment too. 
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Expansion of the Civil Rights Bill is the 
subject of hearings but the blast against 
the measure won't come unless the bill gets 
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to the floors of the House and Senate. 
Southern members have made out a good case 
against further Federal intervention, 
citing the military occupation of Little 
Rock, Ark., and giving constitutionally- 
minded northern members the "It can happen 








financing, by sale of revenue bonds, Seens 
doomed, and if a bill should squeeze through 
it will take from TVA about as much as it 
gives; the Mutual Security Bill is being 
viewed with jaundiced eyes and there is every 
likelihood of some reduction in the total 


























here!" chills. 





The Taft-Hartley Act — Amendment of the 
Act, a hardy perennial which labor-minded 
members Sponsor and talk about by way of 
repaying their debt for votes cast at the 
-election booths, is headed for the usual 
end: inaction. This year there is less talk 
of wiping out the entire Act and more 
concentration on the provision which permits 
states to pass right-to-work (without 
joining a labor union)laws. The Senate Labor 
Committee has appointed a commission of 
experts to propose such changes, if any, 
as they believe would improve the statute. 
The report is due sometime in May. Naturally 























amount, but the cut will not be deep enough 
to imply a change of national attitude 
toward foreign aid; public works legislation 
will be confined to the normal flood control 
and navigable stream improvement projects 
plus an airport construction bill. In the 
case of the airport bill, Congress and the 
White House are poles apart on objective 
and amount to be spent. Veto of Capitol Hiil 
action is certain unless the lawmakers drop 
their sights moneywise. Ike should win this 
one handily. 























Pending Tax Measures — Tax reduction 
and tax increase are conversation pieces in 
congress, nothing more. The President, the 








it will be too late to attempt legislation 
implementing the ideas put forth by the 
committee. There is no assurance that Labor 
will be interested: an even tighter labor- 
management Act might be proposed! 














Broadening of the Social Security Act — in order 
to make hospital and nursing care available 


Secretary of the Treasury and other key 
men have dared congress to increase taxes to 
cover all appropriations they make in 
excess of Ike's budget. There are various 
measures pending to close tax loopholes and 
require withholding of taxes on dividend 
and interest payments. There is one bill 
(which won't pass) providing that pro- 














to beneficiaries is involved in a measure 
written by Rep. Aime Forand, a top-ranking 
member of the ways & means committee, which 





fessional and other self-employed persons 
be allowed to defer tax payments on a per- 
centage of their incomes which they deposit 








has jurisdiction. In spite of Forand's 
influence the bill will not get off the deck. 
The Rhode Island member tried to argue his 
associates into calendering his proposition 
for hearing. Failing that, he lit into the 
committee publicly. That only served to 
insure that the draft will stay in the 
pigeonhole. Bills to limit the authority 
of the Supreme Court of the United States 
must be watered down before there is any 
chance of indorsement. A thinned version is 
ready for House vote. But the sponsors will 
not settle for trifles, and won't get more. 
If the Senate and House went as far as the 
more militant backers demand, a comic opera 
situation would develop: The Supreme Court, 
citing the plain language of the U.S. 
Constitution, would rule the laws uncon- 
stitutional. 






































Outlook For Other Bills — Atoms-for-peace 
will get a nod of approval, provided the 
cost stays down; railroad pensions probably 
will be increased, adding to the already 
too-high transportation bill; IVA self- 
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in personal retirement funds. Organized 
labor is deeply into this issue: proposes 
re-examination of dividend income taxation, 
to increase the rate; wants congress to 
Slash depletion allowances for extractors 
of natural resources; asks higher rates on 
capital gains tax. 

















Pitfalls In Area Redevelopment Bill —- The 
Administration's statisticians are loading 
blockbusters to meet the area redevelopment 
bill when it reaches the White House, as is 
expected. They have gathered material which 
will make it more difficult for congressmen 
to claim an accomplishment for their dis- 
tricts than it will be for the opposition 
to show (with a few outstanding exceptions) 
that these congressmen voted their 
constituents a lemon and a tax burden. 

A total of 24 states would receive absolutely 
nothing under the proposed bill, although 
they would have to contribute to its tax 
cost. Of the 26 states that would be eligible 
to participate, only 11 would receive more 
in benefits than they would pay as their tax. 
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Hardy fishing boat family 
in Hong Kong Harbor. 


e POST-WAR ECONOMIC MIRACLE 


By Stewart Hensley 


® The enormous growth under boon of free enterprise 
® Achievement without outside aid points up need for 


Hong Kong's stepped-up building 
good 
quarters for public servants, 





living 





Promenaders on Queens Road. Central — 
one of the main streets in Victoria. 






greater scrutiny in making foreign loans 
> The importance of Hong Kong to Britain — its usefulness 


to the Chinese Communists 


& Should a political show-down come — when — and if. 


HE British Crown Colony of Hong Kong, perch- 

ed precariously on the edge of the Chinese Com- 
munist land mass, continues to plan and: work for 
what it hopes will be an even brighter economic 
future. 

Despite political turmoil in Asia and the increas- 
ing complexities of international commerce, the 
Colony’s businessmen—British and Chinese alike— 
seem confident they can improve on the economic 
miracle they have wrought since the end of World 
War II in 1945. 

One of the principal factors in Hong Kong’s re- 
markable post-war recovery, which confounded 
prophets of economic stagnation, has been an indus- 
trial revolution carried out by agile and astute en- 
trepreneurs operating within a free market econ- 
my with a minimum of government interference. 
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This industrial revolution, complementing the 
Colony’s traditional role as entreport, mart and 
storehouse for trade with Asia, has become a prin- 
cipal source of the prosperity Hong Kong enjoys to- 
day. 

The rapid industrial development was all the 
more remarkable because it was achieved in the ab- 
sence of virtually all the factors usually considered 
essential. Hong Kong has no raw materials worth 
mentioning and no local source of power such as 
coal or oil. It suffers a persistent and serious short- 
age of water and does not produce enough agricul- 
tural products to satisfy its own needs. 

The Colony’s post-war recovery also has been ac- 
complished in the lengthening shadow of Commun- 
ist domination of the mainland, which continues to 
cast a pall over Hong Kong’s long-term future but 
appears to offer no immediate threat. 
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Peking Finds British Control Too Useful to 
Disturb at Present 


Hong Kong officials and businessmen assume that 
eventually there may be some sort of political show- 
down with Communist China over control of the 
Colony. But they appear to believe that the Peking 
Government has no plans to bother them by direct 
action within the “foreseeable future.” And the 
consensus seems to be that the “foreseeable future” 
is time enough in a situation where an astute in- 
vestor in construction activity has a good chance 
of recovering his entire capital in five years. 

The feeling is that the Chinese Communist re- 
gime finds Hong Kong under British control suffi- 
ciently useful as a financial clearing house and point 
of contact with the outside world to avoid upsetting 
existing political arrangements. 

Located in Hong Kong is a huge branch of the 
Bank of China, which handles Communist China’s 
financial transactions throughout the world. The 
Colony provides the Peking Government with a 
point of entry into the respectable world of inter- 
national trade. The Communists appear content to 
leave matters as they stand for the time being, at 
least. 

There is no agitation among the Colony’s ap- 
proximately three million inhabitants, overwhelm- 
ingly Chinese, for greater self-rule upon which the 
Communists might seize as a pretext for action. 


Britain and Hong Kong 


Britain acquired the rocky island of Hong Kong 
by treaty in 1842. During the first years of British 
control, opium was the foundation of its trade. In 
1849 it became the chief shipping point for coolies 
being sent to the gold fields in Australia and Cali- 
fornia. 

Subsequently it grew into the great entrepot for 
trade between Asia and the West. Up to the time 
of the Japanese attack in December 1941, its flour- 
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ishing economy was based principally on this role 
of broker and supplier on one of the busiest trade 
routes on the globe. 

An important part of the Crown Colony and its 
economy is Kowloon, on a mainland peninsula less 
than a mile directly across the harbor from the 
island of Hong Kong. 

Kowloon was acquired by Britain under a $9- 
year lease negotiated with China in 1898. Also in- 
cluded in the lease were numerous nearby smi] 
islands. 

Much of Hong Kong’s new industry is located in 
the 314 square miles of leased land in Kowloon. This 
naturally gives rise to some concern over the atii- 
tude of Communist China toward the old lease, 
nominally scheduled to remain in effect until 1997. 

The Chinese Communist government, short'y 
after gaining control of the mainland, said it wan:- 
ed to “review” such treaties and leases, implying 
that it might renege on deals made by previois 
Chinese regimes. 

However, Peking has not mentioned the subje:t 
recently and the British are letting the sleeping 
dog lie. 

Mindful of the political uncertainties facing thein 
but confident of their ability to work things ovt 
some way if matters worsen, the businessmen cf 
Hong Kong have proceeded to alter the character 
of the economy to fit the changing world in which 
they find themselves. 


Recognition of Red China 


Britain, then under a Labor Government, haste - 
ed to extend diplomatic recognition to the Chinese 
Communists soon after they had pushed Chianz 
Kai-shek from the mainland in 1949. The British 
objectives were considered to be two: (1) To try 
to salvage their large investment on the mainland 
and (2) to forestall Communist pressure on Hong 
Kong. 











HONG KONG: Direction of Trade * 
(Millions of U.S. Dollars) 
10 mos. 
1952 1956 1957 1958 
Total Exports 510 563 528 420 
Of which to ASIA 420 383 315 221 
Malaya 73 65 65 54 
Indonesia 92 88 55 29 
Thailand 42 56 33 29 
Japan 22 56 40 16 
China 91 24 22 21 
WESTERN EUROPE 39 74 83 80 
United Kingdom 14 52 59 56 
UNITED STATES 20 26 40 46 
Total Imports: 663 799 901 649 
Of which from ASIA 376 469 490 385 
Malaya 29 27 18 15 
Indonesia 5 10 22 13 
Thailand 36 32 34 22 
Japan 84 142 134 86 
Chine 145 182 198 194 
WESTERN EUROPE 201 188 245 152 
United Kingdom 82 90 117 76 
UNITED STATES 39 74 94 65 
* Excluding gold. 
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Their mainland investments went down the drain 
anyway, but Hong Kong continues to survive as a 
striking example of free enterprise flourishing on 
tle edge of the Communist world, where there is 
rigid state control of all trade. 


Astute Entrepreneurs Make Hong Kong 
Bridge Between East and West 


Hong Kong, with its strategic location athwart 
a great trade route, long relied principally upon its 
role as entrepot for most of its income. Its duty- 
free port, excellent banking, insurance and ware- 
housing facilities, and efficient ship repair and pro- 
visioning services supported a flourishing economy. 
They still make it one of the major trading centers 
in international commerce. 

However, the changed conditions resulting from 
World War II made it necessary for the Colony to 
seek new sources of income or face economic stag- 
nation. 

There had been some beginning made in the es- 
tablishment of local industry after 1932 when the 
adoption of the British Commonwealth preference 
system gave Hong Kong favored access to wider 
markets. 

But it was not until the end of the war in 1945 
that dire necessity forced the Colony’s business- 
men to undertake intensive efforts to find new 
sources of income. 

When the Union Jack was raised again over Hong 
Kong in August 1945, there were immediate efforts 
to resume commerce. Private trading was soon re- 
established and for two years import-export trade 
through Hong Kong flourished to satisfy the pent- 
up need for capital and consumer goods throughout 
the Far East. 

But beginning in 1947, fear of a recession grew 
because of the unsettled China situation. The hard- 
pressed Chinese Nationalists imposed severe import 
restrictions and the fighting in North China vir- 
tually ruined Hong Kong’s market there. 
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Hong Kong merchants turned then to Southeast 
Asia and staved off depression with a steady busi- 
ness there, much of it done by diverting cargoes 
originally destined for China. 

After the Nationalists withdrew from the main- 
land, Hong Kong’s trade with Communist China 
picked up considerably. This new trade with China, 
plus increased commercial volume in Southeast Asia 
and the beginnings of industrialization in the Col- 
ony gave Hong Kong a spectacular but somewhat 
short-lived boom which resulted in trade reaching 
an all-time value record of HK$9,303,000,000 in 
1951. 


Shift to Industrialization Marks Recent Development 


But three factors soon transformed the Colony’s 
trade picture completely: 

1. The Western powers, engaged under the 
United Nations banner in the Korean War, imposed 
trade restrictions on Red China; 

2. Communist China, partly as a consequence of 
this embargo, changed its trade policy and entered 
into Communist bloc barter deals which are still 
used; and 

3. Hordes of Chinese refugees began arriving 
from China proper, swelling Hong Kong’s popula- 
tion. 

The civilian population of Hong Kong, which 
stood at 1,600,000 in 1946, had risen to 2,360,000 
by April 1950 and was still mounting. 

This vast army of refugees could not be absorbed 
on the land because there was none available. They 
turned their hands to new trades, some of which 
formed the basis for the new industrialization. 

A large flow of capital already had begun to 
come from the mainland. 

Thus it was from China proper that the main in- 
gredients of the Hong Kong industrial revolution 
came in the form of capital, entrepreneurs and la- 
bor. (Please turn to page 179) 
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Domestic and International Outlook for 


Non-Ferrous Metals 
Looking to 1959-60 


—And varying status for the individual companies 


By Caleb Fay 


COPPER . . . Greater stability in price picture — possible 
rise — looking ahead at current and intermediate im- 
port position — longer range prospects — effect of 
competition from imported fabricated products. 


ZINC and METAL PRODUCERS Problems on prices — 
need for new markets — where imports and fabricated 
products threaten markets here. 


ALUMINUM .. . Effect of intensified new capacity with 
demand in balance — meeting prices under new wage 
demands — accelerating new uses for the metal — 
competition from imports and fabricated products using 
cheaper metals and having lower wage costs — why 
Russian dumping can be discounted. 


O DECLARE that 1959 will prove to be a better 

year than 1958 for non-ferrous metal producers 
would be cold comfort indeed. Fortunately there is 
every reason to anticipate that the upturn from that 
unlamented year will be marked. Evidence is abund- 
ant that after meager profits, or in many cases, 
actual losses that characterized the first half of 1958, 
a sudden reversal of business sentiment that started 
in the ‘taird quarter became so accelerated in the 
final months of the year that fourth quarter results 
alone in many cases were better than in the pre- 
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ceding nine months period. Such first quarter earn- 
ings as have been released give an easy, if no 
entirely adequate, explanation for the rise in the 
market price of these stocks. 

This is not to imply that all will be easy sailing 
in the balance of the year. Lead and zine producers 
have gained as yet little benefit from the remedia! 
program instituted by the Government for thei! 
relief through partial limitation of imports by th« 
quota system. Aluminum producers, while gratified 
over the increase in shipments of their metal to 
consumers over the comparable period of 1958, ar« 
confronted with the problem of present huge over- 
capacity and frozen prices through the first half of 
this year. On the other hand copper producers at the 
moment are in a better frame of mind, enjoying a 
price about 25 per cent higher than the low point 
of 25 cents a pound that prevailed for many months 
in 1958. The better price is likely to prevail fo 
some months ahead. 


The Strike Threat 
The cloud ahead of course is the possibility — 
some say the near certainty — of a steel strike this 
summer, which would in all probability extend into 
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the copper and aluminum industries as well. The 
anticipation of this has been given as a prime cause 
for the present hectic pace of steel buying, without 
contradiction from steel executives. No doubt some 
of the heavy copper buying has been inspired by 
the same desire to hedge against the risk of a strike 
at the mines. But if work goes on without interrup- 
tion, it would find consumers well stocked with in- 
ventories, which could make the normally slack 
summer months extremely dull for producers. 

To date there has been less evidence of any real 
hedge buying of aluminum by consumers, and none 
at all of lead and zinc. In each case the reason is 
apparent — plenty of metal is immediately available 
from producers’ stocks. 


Current Improved Copper Position 


The situation is different for copper. A combina- 
tion of production cutbacks by domestic and foreign 
producers, plus a prolonged work stoppage in Rho- 
desia and at the International Nickel mines in Can- 
ada, definitely corrected the unfavorable statistical 
position of the industry. For the first time in a 
decade, imports of copper into the U.S. dried up and 
for a time this country was exporting to copper- 
hungry Europe. On the London Metal Exchange 
spot copper sold higher than in New York. 

This position was unnatural, as the U.S. is nor- 
mally a copper importer on balance. In February 
the rate of deliveries would have exceeded 128,500 
tons on a 31 day month. The total mine production 
plus secondary on the same basis was about 100,000 
tons, which probably represents a near peak in out- 
put. If this rate continues, it is evident that the bal- 
ance of 28,500 tons must be imported. Consequently, 
either the N.Y. price of copper must be at least 1.7 
cents higher than London, to provide for the tariff, 
or London must be that much lower to permit ex- 
ports to be profitable from abroad. As London is 
currently quoting about 31 cents for copper, the 
N.Y. price should be about 32.7-33 cents for parity. 
Hence, a rise in the producers’ price from the 
present 311% cents to 3214 cents or a little higher 
appears indicated. 


No Run-Away Copper Price Increase 


There is a considerable group who look for sub- 
stantially higher copper prices during the months 
ahead and 35 to 40 cents a pound has been men- 
tioned. Their enthusiasm is based on the likelihood 
of work stoppages at the mines which could create 
a definite shortage of supply and require heavy im- 
ports from abroad to balance. This possibility can- 
not be ruled out but the chances appear against it. 
Domestic producers are opposed to a run-away 
copper market and don’t want to encounter again 
the boom-bust prices that all but wrecked the in- 
dustry in 1957-8. So far as they possibly can do so, 
they want to encourage orderly market conditions. 
A Kennecott official has declared that at 3114 cents 
copper has reached a point where the industry is 
losing business, and indicated that at 34 cents the 
auto makers would switch to aluminum for radia- 
tors. And once an important consumer switches to 
a competing metal, it is frequently a long hard task 
to woo him back. 
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Comprehensive Statistics Comparin 

















Aluminum 
Figures are in million dollars Aluminium Co. of 
except where otherwise stated. Ltd. America 

—— 

CAPITALIZATION: 
Long Term Debt (Stated Value) .................. $ 476.0 $ 462.” 
Preferred Stock (Stated Value) .................... $ 72.41 $ 66. 
No. of Common Share Outstanding (000).. 30,283 20,645 
Capitalization $ 685.9 $ 549.: 
Total Surplus $ 289.0 $ 600.: 
INCOME ACCOUNT: Fiscal Year Ended ...... 12/31/58 12/31/58 
Nl accctashuncdeatnhenaaibs $ 357.8 $ 753.) 
Deprec., Depletion, Amort., etc. ............0+:00 $ 42.2 $ 65.€ 
I i a aseasesabanehonatcl $ 9.3 $ 23.4 
Interest Charges, tC. ..........:sssscesseereeeeeeees $ 23.4 $ 17. 
Balance for Common ............:csssccesseserseeenseee $ 22.4 $ 42.8 
Grperartieng PAAIGIA 2..0..00000cscccccccescccscccsecceessnere 17.6% 11.5% 
BE IIIS cvncabssassnsercssncescenssoccsssacseeses 6.2% 5.6% 
Percent Earned on Invested Capitol ............ 4.5% 6.2% 
Earned Per Common Share ................::0000000 $ 74 $ 1.95 
BALANCE SHEET: Fiscal Year Ended ........... 12/31/58 12/31/28 
Cash and Marketable Securities .................. $ 50.5 $ 77.9 
RN cn cananidcenasasnuncniaacesinonsie $ 169.1 $ 209.8 
TIED.  cacccckacantncsssbosasbinnconncabineesss $ 768 $ 92.2 
RII io. scardncacsscnsstccnanivessbiseneesonntecss $ 296.5 $ 385.3 
III. ..; cscatanonchosasbisabescspabndseninteh $ 96.0 $ 92.2 
RE IIIT) sc cscnasensisosssascsnneseceeesensesesatons $ 200.5 $ 293.1 
Current Ratio (C. A. to C. Lb.) oo... eens 3.1 4.1 
oc cana cnchsbwaidennepiente - $ 935.7 $ 817.8 
Rin EC Preece n sneer $1,273.7 $1,337.2 
Ny I PRP TNIIID iaccciaseccsscccisesesscsscncesee $ 1.66 $ 3.7 
Inventories as Percent of Sales .................... 40.7% 27.8% 
Inventories as % of Current Assets ............. 





1—Subsidiary preferred stock. 





Plenty Of Copper Over The Long Term 


Over the longer term, that is for six months to a 
year ahead, ample supplies of copper appear avai'- 
able on a world basis. Production cutbacks insti- 
tuted in 1958 have been restored and practically 
every important producer is now operating at full 
capacity —- if not confronted by a strike. At present 
world crude output is about 1 per cent larger than 
world deliveries. More production is coming in, 
from Anaconda’s sensational new El Salvador mine 
in Chile, from Bancroft in Rhodesia, from Toque- 
pala in Peru, that will increase world output b) 
upwards of 182,000 tons this year. It is doubtful if 
world consumption will call for more than this, 
which would represent a 6 per cent increase over 
1958. 


Copper Producers Do Well 


That the copper producers can do very well in 
deed for their shareholders at 31-32 cents coppe) 
with full production admits of no argument. Th: 
records made by the principal producers in the 
fourth quarter of 1958, when the metal averaged 
2814 cents a pound gives convincing evidence tha‘ 
present market prices for their shares are not dis 
counting results too highly, when copper is 3 cents 
a pound higher. For example, Anaconda reported 
$1.35 in the October-December quarter. On the 
present price of copper, per share earnings could 
increase to an annual rate of $7. 
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Position of Leading Non-Ferrous Metals Companies 


American American Kaiser 
Metal Smelting Anaconda International Aluminum 
Climax & Refining Co. Nickel & Chemial 
$ 12 _ $ 95.5 - $ 319.6 
& 24 $ 50.0 ~ _ $ 91.5 
14,165 5,466 10,714 14,584 14,702 
$ 92.6 $ 128.1 $ 631.2 $ 60.7 $ 416.0 
$ 113.2 $ 165.0 $ 347.5 $ 381.1 $ 183.8 
12/31/58 12/31/58 12/31/58 12/31/58 12/31/58 
$ 534.2 $ 417.1 $ 523.1 $ 322.0 $ 408.5 
$ 8.8 $ 102 $ 42.8 $ 13.4 $ 35.9 
s$ 73 $ 5.0 $ 23.1 $ 20.8 $ 10.5 
$ 4 - $ 4.0 _ $ 13.2 
$ 7.9 $ 13.8 $ 33.8 39.6 $ 21.0 
3.4% 3.4% 11.2% 19.9% 14.7% 
3.4% 4.1% 6.4% 12.3% 6.1% 
9.4% 5.1% 3.8% 8.9% 4.5% 
S tar $ 2.53 $ 3.16 $ 2.71 $ 1.43 
12/31/58 12/31/58 12/31/58 12/31/58 12/31/58 
$ 30.0 $ 145 $ 51.4 $ 125.2 $ 23.7 
$ 52.6 $ 116.7 $ 85.7 $ 127.6 $ 85.8 
$ 25.0 $ 28.5 $ 45.0 $ 32.0 $ 61.6 
$ 119.0 $ 180.5 $ 241.8 $ 284.9 $ 173.5 
$ 37.9 $ 70.3 $ 62.1 $ 47.2 $ 82.2 
$ 81.1 $ 110.2 $ 179.7 $ 237.7 $ 91.3 
3.0 2.5 3.9 6.0 2.1 
$ 82.7 $ 152.2 $ 726.7 $ 253.8 $ 572.0 
$ 256.1 $ 427.2 $1,056.6 $ 547.6 $ 754.4 
$ 2.12 S$ 2.67 $ 4.80 $ 8.59 $ 1.63 
9.8% 27.9% 16.3% 39.6% 22.0% 
43.9% 35.4% 44.7% 49.0% 


64.6% 





Problem Children 


Zinc and lead producers are unhappy. Prices for 
their metals afford little or no profit at current quo- 
tations of 11 cents a pound. This is a far cry from 
the hoped for 1314-1514 cent level proposed last 
year by Secretary Seaton, which failed to win Con- 
gressional approval. The quotas that were subse- 
quently put into effect to limit imports have been 
of little benefit thus far in improving the domestic 
price level, and have merely resulted in depressing 
the London market which has had to absorb metal 
that formerly came to this country. The price of 
lead on the London Metal Exchange has recently 
been the lowest since 1952. 

Of the two metals, lead is in the most unfavorable 
position. Last year world deliveries declined 90,000 
tons and domestic stocks climbed to over 252,000 
tons. While domestic production of refined lead fell 
80,700 tons, foreign production was off only 8,000 
tons. Evidently the cutback here because of lack of 
demand was ten times as large as abroad. Succes- 
sive price cuts have failed to stimulate buyers’ in- 
terest, who are all too well aware that supplies are 
ample and there is no need to stock up inventories. 
Foreign mine output continues large and an inter- 
national conference has failed so far to come up 
with any solution for the basic problem of over- 
production. The Government’s barter program for 
purchases of metal against surplus agricultural 
products has been disappointing. Another headache 
has been imports of foreign made semi-finished and 
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Revere 
Kennecott National Phelps Copper Reynolds 
Copper Lead Dodge & Brass Metals 
$ 7.0 - - $ 20.8 $ 368.8 
a $ 347 _ - $ 37.4 
11,053 11,652 10,149 2,627 11,185 
$ 81.8 $ 88.9 $ 126.7 $ 61.1 $ 505.2 
$ 690.1 $ 186.0 $ 251.4 $ 41.2 $ 154.7 
12/31/58 12/31/58 12/31/58 12/31/58 12/31/58 
$ 395.3 $ 457.6 $ 269.9 $ 181.7 $ 445.5 
$ 10.3 $ 11.1 $ 9.6 $ 3.7 $ 25.4 
$ 55.2 $ 39.6 $ 22.6 $ 2.8 $ 27.3 
- - - $ 8 $ 15.6 
$ 60.1 $ 42.5 $ 36.4 $ 2.4 $ 363 
27.8% 16.8% 20.3% 8.4% 18.6% 
15.2% 9.7% 13.5% 1.3% 8.5% 
7.7% 16.0% 9.3% 3.0% 11.8% 
$ 5.44 $ 3.65 $ 3.75 $ 94 $ 3.25 
12/31/58 12/31/58 12/31/58 12/31/58 12/31/58 
$ 192.9 $ 42.8 $ 131.1 $ 12.5 $ 38.0 
$ 99.9 $ 92.3 $ 55.0 $ 39.7 $ 104.2 
$ 30.8 $ 48.5 $ 23.3 $ 14.1 $ 67.0 
$ 356.2 $ 184.4 $ 210.9 $ 67.5 $ 210.9 
$ 50.2 $ 642 $ 47.5 $ 18.1 $ 73.5 
$ 306.0 $ 120.2 $ 163.4 $ 49.4 $ 137.4 
7.1 2.8 4.4 3.7 2.8 
$ 325.0 $ 132.0 $ 148.8 $ 34.2 $ 505.7 
$ 825.6 $ 361.2 $ 425.7 $ 120.4 $ 830.8 
$ 17.45 $ 3.68 $ 12.92 $ 4.76 $ 3.43 
25.2% 20.2% 20.3% 21.8% 23.4% 
58.9% 49.4% 


28.0% 


50.1% 


26.1% 





manufactured products which are not subject to 
quotas and are being sold in this country several 
cents a pound below similar American products. 

The explanation of the comparatively better posi- 
tion of foreign lead producers lies in two factors — 
higher metal content of average ore mined and 
lower wage scales. Either one would result in lower 
unit costs; together they furnish considerable justi- 
fication to the call for tariffs to protect the Amer- 
ican miner. But the chances for a higher tariff than 
the present 114, cent per pound seem pretty slim 
for political reasons. 


New Markets Needed 


Of more vital importance to the lead industry is 
development of a new major market for the metal 
to replace the erosion that has taken place in de- 
mand for white lead, and more recently, in lead for 
cable sheathing, which ranks next to use of lead in 
batteries and in manufacture of tetraethyl gas as 
major sales outlets. There is some hope for this and 
the Lead Industries Association is doing good work 
in research. Interesting developments appear in use 
of lead in the nuclear energy field as one of the 
basic shielding materials and for vibration dampen- 
ing under steel columns in heavy construction. 

Summing up, it must be admitted that the short 
term outlook for lead is not overly cheerful. Until 
production is brought more in line with demand, 
the large surplus of producers’ stocks is likely to 
hold down any price (Please turn to page 177) 
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MACHINERY and MACHINE 
TOOL INDUSTRY 


By Michael Condon 


> Practical estimates on extent of improvement 
in terms of 1959 earnings-dividend outlook 
& Which companies will make the best showing 


HE capital goods industry is humming along to 

the tune of $1.3 billion increase in volume in 
1959. A gain of this magnitude will boost sales for 
the industry to almost $32 billion. This will be the 
third best year on record but following almost im- 
mediately 1956 and 1957 it suffers in comparison. 
The peak expenditures for these two years was the 
result of a major expansion of productive capacity 
by almost all sectors of the economy which is not 
likely to occur again in the near future. The sharp 
drop in expenditures for new plant and equipment 
in 1958 and the moderate rise projected for 1959 are 
better understood if the high level of spending in 
1956 and 1957 is put in perspective. 


The Setting 


In the mid-1950’s the economy had weathered its 
second postwar recession and quickly resumed a 
rapid pace of expansion. Encouraged by its ability 
to survive periodic slumps, and highly optimistic 
about the future, almost all areas of the economy 
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embarked on an ambitious program of adding new 
capacity. The stage was set when expenditures for 
plant and equipment jumped 22% in 1956 and an- 
other 5% the following year, only to fall off sharply 
by more than 17% in 1958. 


EXPENDITURES ON NEW PLANT AND 
EQUIPMENT 1955—1959 
(BILLIONS OF DOLLARS) 








1955 1956 1957 1958 1959 

Manufacturing 
Durable 5.4 7.6 8.0 5.5 5.8 
Non-Durable 6.0 13 7.9 6.0 6.4 
Mining 1.0 1.2 pe 0.9 0.9 
Railroads 1.0 iz 1.2 0.8 0.8 
Transportation 1.6 1.7 1.8 1.5 1.9 
Public Utilities 4.2 5.0 3.2 6.1 6.1 
Communications 2.0 2.1 3.0 2.6 9.8 
Commercial 1.5 8.4 7.4 te — 
Total 28.7 35.1 37.0 30.5 31.8 
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Leading Machinery Manufacturing Companies 














—Earnings Per Share— 


Recent Div. Price Range 





—Dividends Per Share— Current 

































1956 1957 1958 1956 1957 1958 Annual Price Yield 
Div. * 

American Machine & Foundry ...............0000 $3.03 $3.51 $3.19 $1.05° $1.30 $1.70 2.00 69 2.8% 7234-32 
I IIS asccscesistessacqusncnseiscencsnniascssoosenee 3.01 2.50 d 08 2.00 2.00 .50 - 18 201%4-127% 
ELSE ESS Oe artis eee 3.64 2.77 d 90 2.40 2.00 75 = 32 _ 3344-25 
Buffalo Forge 3.07 3.24 2.31 2.00 2.00 2.00 2.00 34 5.9 3734-27 
Clark Equipment 4.11 3.57 2.70 2.25 2.25 2.00 2.00 62 3.2 6234-354 
Compo Shoe Machinery 12 56 81 3 10 .30 .30 9 3.3 10%e- 4 
Fairbanks Morse & Co. ............scscccsccresssceeee 2.81 2.43 .76 1.40 1.65 1.40 1.40 34 4.1 4312-32% 
Re cain csnsincansconsavenconseseesasssectcocese 2.31 41.39 4.47 1.60 1.60 _ 44 oe 4472-33 
IE IIR. ossaccssccnasseasennsenasadaensicece 4.05 4.41 2.75 1.80 1.722 2.00 2.00 50 4.0 53 -32 
Ingersoll-Rand .......... . 5% 6.01 4.36 3.50 4.00 4.00 4.00 100 4.0 10212-65 
IIE scsiccikscnsackassnsedascstiacesisisnssosesnsenounse 6.10 6.34 283 2.80 3.00 2.20 2.00 47 4.2 5334-38 
I ic ascktccocansasciakcasansnsctvenisasedcubianconasscess 5.95 5.41 3.52 3.15 3.20 2.70 2.40 62 3.8 6434-4634 
Mesta Machine ............ccccccccccssesee 4.36 6.45 6.81 3.00 3.00 3.50 3.50 60 5.8 6334-39 
United Engineering & Foundry .. 1.28 2.02 2.75 80 .90 1.00 1.00 21 4.7 227-1134 
United Shoe Machinery . . 5.28 4.08 3.501 4.50 3.00 3.00 2.75 48 5.7 5158-32 
TN IE asi ccseciterssossocesseasecesnseecssenie 6.11 6.35 4.76 3.00 2.502 2.502 2.50 79 3.1 








d—Deficit. 
*—Based on latest 1959 rate. 





1—Estimated for year ended 2/28/1959. 
2—Plus stock. 


3—Paid 6% stock. 


8014-454 














American Machine and Foundry. Pinspotter rentals provide considerable 
stability to company’s other machines. Outlook favorable. 


Bliss (E. W.). Presses, rolling mills and iron and steel rolls provide 
three-quarters of company business. Some betterment indicated in second 
half. 


Bucyrus Erie: See text for comments. B2 


Buffalo Forge. Supplies air-handling, air conditioning equipment, machine 
tools, pumps, and food precessing equipment. The broad list of products 
and customers provides a favorable earning base. BI 


Clark Equipment: See text for comments. B2 


Comp2 Shoe Machinery. Approximately one-half of volume is from sales 
of shoe machinery, one-quarter from rented machinery and the remainder 
from adhesives. B1 


Fairbanks, Morse. Scales, pumps, electric motors and generators, diesel 
engines, locomotives and other products provide most of company sales. 
Penn Texas Corp. controls the company. BI 





facture and installation of steam generating equipment and accessor.es, 
petroleum refineries and natural gas facilities. Company is negotiating 
to merge with North American Aviation. B1 
Gardner-Denver. Industrial machinery is sold to the oi! field equipment, 
mining, construction and general industries. 
Ingersoll-Rand: See text for comments. Al 


Joy Manufacturing. Most important supplier of coal mining equipment 
besides offering oil field drilling equipment and specialized services 
for the mining, oil and gas industries 

Link-Belt: See text for comments. Al 

Mesta Machine: See text for comments. B1! 

United Engineering and Foundry. A leading custom designer and builder 
of heavy machinery and equipment for rolled and pressed steel and 
aluminum. Similar equipment for rubber, plastic and paper fields. B2 
United Shoe Machinery: Largest manufacturer of footwear machinery and 


also produces accessories such as chemicals, lasts, heels, brushes, stains 
and boxes. BI 


Worth'ngton Corp.: See text for comments. B1 





RATINGS: 
A—Best grade. 
B—Good grade. 


C—Speculative 
D—Unattractive. 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 


Leading Machine Tool Companies 





—Earnings Per Share— 
1956 1957 1958 


Black & Decker $5.40 $3.16 
aaah Ss aaah icasabiisanevvencosekdasauemn F .29 42.70 
Chicago Pneumatic Tool 4 3.14 1.72 
Cincinnati Milling Machine .. . 4.46 1.62 
SE IIIS is avnscarstaatconssacnesbacsonctsacbaonsiness J 3.89 2.91 
Monarch Machine Tool i 2.42 58 
National Acme J 5.81 1.90 
Sundstrand Machine Tool .... ; 2.34 2.10 
United Greenfield Corp. ... 1.89 97 
Van Norman Industries .22 43.75 


$1.251 


—Dividends Per Share— 

1956 1957 1958 Current Recent Div. Price Range 
Annual Price Yield 

Div. * 
$1.70 2.00 66 
1.00 o _ 17 
1.001 1.37% 1.12% 1.00 28 3112-1812 
1.60 1.60 1.60 1.60 41 . 442-27 
1.00 1.25 1.50 1.50 40 ‘ 47 -28'2 
1.35 1.20 1.20 1.20 22 J 24 -15'2 
5.00 4.50 2.00 2.00 56 5912-43% 
1.001 1.001 1.001 1.00 35 3814-157% 

_ - .67'2 .80 18 182-11% 
1.00 .20 _ 12 125%- 512 


6712-36 


$1.401 
60 2034-10 





d_Deficit. 


*—Based on latest 1959 rate. 


1—Plus stock. 





Black & Decker: See text for comments. BI 

Bullard Co. A general line of machine tools is supplemented by custom 
design and production models. Operations cyclical; dividend resumption 
not expected this year. C2 

Chicago Pneumatic Tool: See text for comments. B1 

Cincinnati Milling Machine: See text for comments. Al 

Ex-Cell-O Corp.: See text for comments. A2 

Monarch Machine Tool. Various general purpose and special design lathes 
and accessories. Wide diversification results in no one source accounting 
for more that 15% of sales. B1 ; 


National Acme. Company offers a line of automatic machine tools, etc. 
The auto industry is main customer. 


Sundstrand Machine Tool: Speed drives and other aircraft items comprise 
more than half of company sales. Moderate improvement indicated in 
1959. Bl 


United-Greenfield. Metal cutting tools contribute about one-third of 
company volume. Better earnings indicated over coming months. B1 
Van Norman Industries. Diversifications in recent years has added elec- 


tronic equipment, carbide cutting tools and textile and rayon machinery. 
large deficit last year. 





RATINGS: 
A—Best grade. 
B—Good grade. 


C—Speculative 
D—Unattractive. 


APRIL 25, 1959 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 
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Despite this sharp decline in 
capital spending in 1958 the year 
compares favorably with 1955 


Comprehensive Statistics Comparing 





(the year just preceding the large 





Fairbonks 




















expansion) and the rest of the American 
postwar years. The boom years Figures are in million dollars Machine Bucyrus Clark Morse 
of 1956 and 1957 stand out as a except where otherwise stated. & Foundry _ Erie Equipment & Co. | 
non-recurring phenomenon ac- |] capirauizaTiON: - 7 E 
counted for by a large and wide Long Term Debt (Stated Value) .................ccccsse0ce00 $ 93.6 $ 19.0 $ 30.7 $ 25.: 
spread expansion Of Capacity. |] Preferred Stock (Stated Valve) ...ccccccucsoousseene $ 8.1 - ss - 
Spending in 1958 and anticipated [| wo. of Common Shares Outstanding (000) ........... 3.347 1,866 2,378 1,07: 
spending in 1959, while sharply [] Capitalization ..cccccccsssssosssocssssocssssssssssesssseessseese $125.4 $ 28.3 $ 67.0 $ 43.: 
below the peaks of 1956 and 1957, [] total surptus........ $ 64.4 $ 48.2 $ 25.9 $ 45.5 
are nevertheless more typical of . 
the pattern of the postwar pe- || 'NCOME ACCOUNT: Fiscal Year Ended ............. 12/31/58 12/31/58 12/31/58 12/31/58 
riod. Net Sales scaiebestelaikecbiadisasesiensedsheaninsaasancatiel $184.1 $ 58.2 $142.6 $ 89.6 
Outleck Is Favorable Deprec., Depletion, Amort., etc. .........:cscscssssseseseseeeee $ 14.5 $ 2.5 $ 2.6 $ 2.1 
sins scacuiss oucsaasabnupusenbsaspsselaticneienbel $ 11.9 = $ 55 $ 8 
Expenditures for new plant and PS NIN (ODE nicks skccessssssicnsnesessosennsaconstensana $ 5.3 $ 8 $ 18 $ 1.0 
equipment in the years immedi- Bal for C iaccaisdabsalnnahiidasiesinkseasiembiadmennaacds $ 10.7 $d 1.6 $ 6.4 $ 8 
ately ahead are not likely to ex- ID cs scsiccusnastsnsecccsdangesesibcsseassisbneinesie 14.6% 45.2% 8.5% 5.4% 
perience sharp yearly increases I Sis stdichas oh Siu cecsiidatacinntaneinesnckosabibsrepacs 6.0% 42.8% 4.5% %% 
such as occurred in 1956 and 1957. Percent Earned on Invested Capitol .....................0.. 11.4% . - 10.3% 1.3% 
While there is no way of know- Earned Per Common Share .................::ccccscseseesseevess $ 3.19 $4 .90 $ 2.70 7 
ing just how much new capacity |] patance SHEET: Fiscal Year Ended .......c.cccsou: 12/31/58 12/31/58 12/31/58 12/31/:8 
was put in, it is surely enough to ]] cash and Marketable Securities .........cccsscsscoseee $ 21.1 $ 3.1 $ 69 $ 38.8 
ee a oe —oy VEATS f] inventories, Net cscsscscssnsstssesstsesutintnetsststsnen $ 40.5 $361 $437 $ 32.9 
ence. hur ermore e recession 55 aca santiencsanesareeneniocebandcaaucenncss $ 56.1 $ 9.1 $ 19.7 $ 14.6 
Of 1957-1958 idled some Capacity f] Current Assets ...ccccccscsscsccsnssstsssntiseisinsiesieen $120.4 $ 50.2 $ 71.3 $ 56.9 
which will not be reabsorbed fOr f] Current Liabilities ........ccccscssocsnessssessesrssesesee $ 35.0 $ 12.8 $ 20.6 $ 10.2 
several months. Wheortchongy Compe occas nse cidcsssseencocccsennccccsesnnsaseeee $ 85.4 $ 37.4 $ 50.7 $ 46.7 
Current estimates for 1959 f} current Ratio (C. A. 0 C.L.) sccscsosssuesesnsmesnnne 3.4 3.9 3.4 5.5 
foresee an overall increase Of [] Fixed Assets, Net .ccocsiccsscsscssnsncsssusneine $ 22.9 $376 $306 $ 28.5 
about 4% in expenditures for MEW f] potal Assets ccccccsccscvscseesersnseesesusseesntnenneeann $231.4 $ 90.0 $113.5 $ 85.9 
plant and equipment. The major ] Cash Assets Per Share .ccccsccscsnsnsnsntntineseseinne $ 6.32 $ 169 $ 2.93 $ 8.16 
change is a 27 Qo. increase for the Inventories as Percent of Sales .................:ccccseeeeeee 22.0% 62.0% 30.6% 36.8% 
transportation industry (other 71.9% 61.3% 56.2% 


Inventories as % of Current Assets ......................... 33.6% 








than rails) followed by gains of 
8% and 7% for manufacturers of 
non-durables and durables, and 
only minor changes for other in- 
dustries. Mining was the only in- 
dustry expecting to spend less in 1959 than in 1958, 
and this was only 1% less. 


d—Defiit. 


Forecasts May Be Conservative 


The extent to which these yearly projections have 
been realized has varied, but generally when expen- 
ditures have been rising the forecast has proved 
conservative, and when expenditures have been fall- 
ing the forecast has proved optimistic. If this gen- 
eralization holds true, 1959 expenditures might be 
expected to be met or slightly exceeded. And as the 
atmosphere of optimism continues to grow so should 
outlays for new capacity. No sudden burst, as oc- 
curred in 1956-1957, should be expected, but only 
year to year increases in line with the needs of a 
normally expanding economy. 


The Highway Program 


Highly touted three years ago as the answer to 
the construction machinery industry’s dreams, the 
program has yet to produce any real road construc- 
tion. The extent of engineering and right of way 
details were not fully realized by the public and as 
a result the program was thought to be behind sched- 
ule. This was not true however, and those connected 
with the industry fully appreciated the long months 
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1—Contracts in prog., less billings. 





of legal work and surveying necessary and which 
only now appears to be nearing an end. 


Construction Increasing—But Funds May Be Short 


Both new orders and spending for highway con- 
struction have risen recently and compare very fa- 
vorably with the same months last year. However, 
there is a major problem to be overcome if actual 
construction is to reach significant levels soon. 

The federal highway program is supported by a 
fund which is fed from gasoline and other taxes on 
road users. The law states that expenditures cannot 
exceed the amount in the fund, in effect barring defi- 
cit operations. Because of a stepped up rate of spend- 
ing in 1958 to combat the recession, the fund was 
depleted and is heading towards a deficit. Unless 
new sources of revenue can be provided highway 
spending may be interrupted. 


Inflationary Influences 


One other interesting fact should be mentioned 
here, and it is bullish for the industry. The origina! 
cost of the roads was estimated at $27.5 billion, but 
recent estimates have pushed this amount up to $40 
billion. Although this is a favorable development for 
the industries concerned it remains to be seen how 
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Position of Leading Machinery and Machine Tool Companies 








+ Machinery Manufacturing 








—— Machine Tools 
Chicago Cincinnati Sundstrand 





- 51.2% 30.5% 45.1% 58.2% 54.6% 





the additional funds will be provided in view of the 
inflationary aspects in the situation. 

Spending in 1959, largely on actual construction, 
is expected to be about $7.1 billion or 14% above 
1958, and should remain at or above these levels for 
several years. 


Machine Tools—Good News at Last 


This industry is something of a paradox because 
it is a rather sensitive barometer of economic ac- 
tivity and yet sales and earnings do not readily 
respond to increased economic activity. Currently 
the industry is attempting to emerge from the recent 
recession, which was forecast early in 1957 by a de- 
cline in new orders. After remaining stable through 
most of 1958 just above $20 million per month, new 
business began to pick up in December and January. 
February new orders were 60% ahead of the same 
month last year. Indications are that the auto com- 
panies are stepping up their orders, apparently for 
the new small or compact car. Despite this sharp 
increase, and even if it continues, sales and earnings 
will not benefit for many months. The time needed 
to produce machine tools is 6 to 12 months, and in 
the case of some of the larger models 18 to 24 
months. Even so after two years of declining busi- 
ness the improvement is gladly welcomed. 
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Gardner- United 
Foster Denver Ingersoll Link Engineering Worthington Bullard Pneumatic Milling Ex-Cell-O Machine 
Wheeler Co. Rand Belt & Foundry Corp. Co. Tool Machine Corp. Tool 
—— —— — —E — = ———E 
$ 53 $ 12.0 - - $ 6.1 $ 23.8 $ 3.0 _- - $ 3.5 $ 78 
- $ 1.9 $ 2.5 - $ 7 $ 7.0 - _ $ 6.0 = - 
595 1,985 6,024 1,880 2,493 1,596 728 4,337 1,708 3,691 1,552 
$ 2 $ 23.9 $ 30.6 $ 27.2 $ 19.3 $ 46.8 $ 10.3 $ 34.6 $ 23.0 $ 14.4 $ 15.5 
$ 26.5 $ 33.3 $119.0 $ 78.2 $ 22.6 $ 69.4 $ 10.5 $ 37.1 $ 42.6 $ 68.3 $ 20.4 
2/31/58 12/31/58 12/31/58 12/31/58 12/31/58 12/31/58 12/31/58 12/31/58 1/3/59 11/30/58 12/31/58 
£178.9 $ 63.5 $170.5 $141.7 $ 90.5 $184.2 $ 13.4 $ 73.6 $104.3 $123.8 $ 80.0 
$ 1.5 S $ 2.4 $ 3.2 $ 12 $ 2.7 $ 8 $ 1.7 $ 3.1 $ 82 $ 19 
1.9 $ 55 $ 25.0 $ 63 $ 7.9 $7.8 - $ 7.2 $ 2.9 $ 96 $ 3.3 
1.1 : 2 - _ - 5 iw $ 2 - - $ 8 $ 6 
2.6 $ 5.4 $ 26.2 $ 66 $ 68 $ 76 $4 1.9 $ 7.4 Ss 27 $ 10.7 $ 3.2 
3.0% 17.1% 27.0% 8.6% 15.2% 8.2% 420.9% 18.7% 5.0% 15.2% 8.5% 
1.4% 8.7% 15.4% 4.6% 7.6% 4.2% 414.6% 10.1% 2.8% 8.7% 4.0% 
8.2% 12.2% 17.6% 7.5% 19.3% 8.5% _- 10.3% 4.5% 13.5% 11.7% 
5 4.47 $ 2.75 $ 4.36 $ 3.52 $ 2.75 $ 4.76 $42.70 $ 1.72 $ 1.62 $ 2.91 $ 2.10 
12/31/58 12/31/58 12/31/58 12/31/58 12/31/58 12/31/58 12/31/58 12/31/58 1/3/1959 11/30/58 12/31/58 
$ 10.2 $ 86 $ 63.2 $ 18.3 $ 10.7 $ 5.8 $ 2.2 $ 16.3 $ 13.3 $ 18.6 $ 4.0 
$ 25.11 $ 24.8 $ 36.7 $ 30.6 $ 17.3 $ 54.2 $ 5.2 $ 29.8 $ 29.7 $ 26.1 $ 20.0 
$ 26.3 $ 15.0 $ 20.0 $ 18.9 $ 11.2 $ 38.1 $ 1.2 $ 16.1 $ 14.2 $ 88 $ 11.0 
$ 66.0 $ 48.5 $120.0 $ 67.9 $ 29.8 $ 99.5 $ 99 $ 62.7 $ 57.3 $ 54.6 $ 35.4 
$ 45.5 $ 7.4 $ 32.2 $ 17.7 $ 7.6 $ 26.3 $ 1.5 $ 16.1 $ 99 $ 17.9 $ 13.0 
$ 20.5 $ 41.1 $ 87.8 $ 50.2 $ 22.2 $ 73.2 $ 8.4 $ 46.6 $ 47.4 $ 36.7 $ 22.4 
1.4 6.5 3.7 3.7 3.9 3.7 6.6 3.9 5.7 3.0 2.7 
$ 16.7 $ 13.7 $ 19.7 $ 26.0 $ 16.6 $ 41.1 $ 12.4 $ 24.0 $ 26.0 $ 24.2 $ 13.0 
$ 84.6 $ 64.3 $184.8 $105.4 $ 49.6 $ 99.5 $ 22.4 $ 88.4 $ 88.9 $106.3 $ 48.7 
$ 17.13 $ 4.37 $ 10.48 $ 9.76 $ 4.32 $ 3.68 $ 3.11 $ 3.72 $ 7.82 $ 5.04 $ 2.10 
- 39.1% 21.4% 21.6% 19.1% 29.4% 39.2% 40.5% 2.8% 21.1% 25.0% 





53.1% 47.6% 51.9% 47.8% 56.6% 





Prospects For Selected Companies 


The following weighs and projects the position 
and outlook of leading companies in the field. 

Bucyrus-Erie manufactures a varied line of earth 
moving and excavating equipment, principally pow- 
er cranes and shovels which account for more than 
80% of volume. With its Canadian subsidiary and 
British affiliate it is the world’s largest producer of 
these machines. About 50% of sales is to the con- 
struction industry, approximately one-third to mine 
and quarry operators, and near a fifth to logging, 
petroleum, gas and other industries. 

Volume is sensitive to the general level of eco- 
nomic activity and closely duplicates peaks and 
troughs of industrial production, as a glance at the 
historical record will reveal. In 1956 and 1957 sales 
were at an all time high, only to drop off drastically 
in 1958. Because of the large plant investment, profit 
margins contracted considerably with loss of vol- 
ume and a deficit was reported on 1958 operations. 

Despite the fact that the backlog of orders at year- 
end 1958 was only 31% of the level the year before, 
the outlook for Bucyrus is better than it has been 
for many months. Plant and equipment expenditures 
estimates have finally turned up, and road build- 
ing should reach the construction phases in the 
months ahead. New (Please turn to page 172) 
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HE hard sell is becoming more prevalent in the 

soft drink industry. In an attempt to woo more 
of consumers’ disposable income, bottlers and syrup 
manufacturers are adopting more gimmicks than 
ever before. Syrup makers, for imstance, who once 
relied on one or two tried-and-true flavors, are 
either test marketing, or have introduced, various 
new beverage flavors at an unprecedented rate. 
Brands, moreover, which were distributed regionally 
in the past are now going nation-wide. Finally, 
bottlers are swinging over to more diversified mer- 
chandising techniques such as providing family size 
bottles, multiple package units, and adopting the 
use of cans. 

As a result, soft drink shares have advanced in 
many cases to the highest levels in a decade. As a 
matter of fact, one manufacturer (Canada Dry) 
credits its gain in 1958 dollar and case sales “to a 
strong shift away from a single line of carbonated 
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Para Cot lke IM Non tts! 


Leaders and Runners-Up in... 


THE BUBBLING 
SOFT DRINK INDUSTRY 


By Edward Hobby 


& Broad nation-wide scramble for markets through advertising, 
new products — containers — in whirlwind competition 
> Current position and outiook for the individual companies 


beverages to a broad line with a flavor for every 
taste.” 

It is interesting to note that the industry is back- 
ing up optimism with the largest advertising budget 
in its history in 1959, — $94 million, according to 
a trade publication, — and competition is intense. 
By comparison, in 1958, a record $92 million was 
spent singing pop’s praises. The program is aimed 
at offsetting the possible adverse influence on sales 
arising from “cool” summertime weather, and at 
competition, all the way from soft drink tablets 
and powders, to coffee, tea, beer and fruit juices. 


Growing Demand 
The big question in the minds of investors is, of 
course, will this program pay off in increased profits 
and dividends to shareholders. If past is prologue, 
then sparkling reading in the financial pages is in 
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Comprehensive Statistics Comparing Position of Leading Soft Drink Companies 
Chas. E. Royal 

Figures are in millions dollars Canada Coca Dr. Pepper Hires Pepsi- Crown 
except where otherwise stated Dry Cola Co. Co. Cola Cola Co. * 
CAPITALIZATION: 
A UI I IE IED acnccccesctcccccossccssececisssssosccscescoses $ 11.4 ~ $ 1 — $ 89 _ 
Preferred Stocks (Stated Value) ...................cccccccccccccesssceeseeeees $ 48 — _ - a = 
No. of Common Shares Outstanding (000) ..................0.00 2,355 4,232 670 382 6,138 1,034 
OE ELE TRA LR $ 20.2 $ 26.7 $ 2.5 $ 4 $ 11.0 $ 1.0 
INCOME ACCOUNT: Fiscal Year Ended .................cccccccceseeee 9/30/58 12/31/58 12/31/58 9/30/58 12/31/58 12/31/58 

A MERI PIII oti ass sciracnnndannndnsonaesceoceheuesesnnciiseuseacsiacdesssancenieesbiei $ 93.8 $ 309.2 NA $ 9.4 $ 136.8 $ 17.6 

| Deprec. Depletion, Amort., ete. «0.0.00... $ 1.46 $ 94 NA $ 3 $ 48 ; 2 

| 1 EN. waicsick buibnineahdehaniooionsenchummnsts $31 $ 353 $ 4 $ 2 $6) $ (14 

| Interest Charges, etc. a Va S ~~ $ 18 - 

SI I crs Scdinsi sah chks Cadipsdepanbsncebiensncisesiectanehiecoanse $ 3.3 $ 30.3 $ 4 $ 3 $ 11.5 $ 12 
I Bsr ccaicsutiec cance buasiciesbrwisuractnsentiacertiovensdgsasnbuibes 3.7% 9.7% NA 3.8% 8.4% 7.0% 
Ie te IID DOIN oct ccscisncoasncsnivnnsesvessssvcscosusncososenines $ 1.41 $ 7.10 $ .71 $ .94 $ 1.88 $ 1.19 

MI MS IP I iiss ccccscccsscsccsssesecnssosnersnsnts 9/30/58 12/31/58 12/31/58 9/30/58 12/31/58 12/31/58 
Cash and Marketable Securities 2..................cccccccsseseeseeeeeees $ 11.3 $ 91.2 $ 1.0 $ 3.1 $ 17.7 $ 3.6 
Inventories, Net r $ 35.6 $ 1.1 $ 1.0 $ 75 $ 1.3 
nog canna enpbbanMabiomsdoasboheewsnnioee $ 19.4 $ 8 $ $ 95 $ 7 
Current Assets ........... d $ 151.7 $ 3.3 $ 5.4 $ 36.2 $ 62 
Current Liabilities : $ 38.3 $ 1.1 $ 7 $ 19.0 $ 2.1 
Working Capital . $ 113.4 $ 2.2 $ 47 $ 17.2 $ 4.1 
I I OW WE. WED. <cccncnasananesnsintasennccsmisacetioninic’ 1.4 4.0 3.3 a 1.9 2.9 
a i coca diana haimsinanihsasaskabuoobuannceuianssaonsbaniesans $ 12.1 $ 85.6 $ 42 $ 17 $ 25.7 $ 22 
DE irda sasccaudinnencessasiekeiuntacdbescpeknpeuisanndabsonatonsseacinsbn $ 62.9 $ 288.2 $ 83 $ 7.4 $ 83.9 $ 88 
SI OUI I 55s nsicosshsnhiennosidniasbalenchusidebbbnensekehsiaibabe $ 4.77 $ 21.57 $ 1.57 $ 8.21 $ 2.88 $ 3.56 
*Formerly Nehi Corp. NA—Not avaliable. 

store for the owners of the industry’s well-managed people al! of the time — a little short of realism. 


‘companies. Historically, the soft drink industry 
1as always managed to increase sales. Not only 
nas the total market increased as a result of popula- 
tion growth, but per capita consumption is also 
gradually rising. The industry’s statistical position 
could easily improve over the next decade, due to 
the huge baby crop of the late ’forties and early 
fifties. Market research has revealed that teen- 
aged Americans consume twice as much “pop” as 
the national average. The simple fact is that there 
will be more teen-agers around in the ’sixties than 
ever before. 

Basically, what most major companies in the in- 
dustry are trying to accomplish can best be ex- 
pressed by the phrase, “market saturation,” which 
means little more than trying to please all of the 


In order to accomplish this long range objective, 
bottlers are turning to all sizes and kinds of con- 
tainers, from small six ounce to large family size 
bottles and are even showing a renewed interest in 
cans. The latter, interestingly enough, is staging 
quite a comeback, after the somewhat disappointing, 
high powered promotion of a few years ago. A 
recent survey showed that 53% of some 2,300 food 
outlets surveyed were carrying canned carbonated 
beverages. To further stimulate consumer accept- 
ance of canned soda, the United States Steel Co. 
will sponsor an all-out public relations campaign 
this year, utilizing every type of popular advertising 
media. Royal Crown Corp., incidentally, is estimated 
to have captured 41% of all canned soft drink sales 
in the U. S. last year. (Please turn to page 168) 














Full Years 





Statistical Data on Leading Soft Drink Companies 7 











? a 5 ss Ist Quarter 
Net Profit Net Per Dividend Earned Per Price 
Net Sales Margin Share Per Share Share Range Recent Div. 
1957 1958 1957 1958 1957 1958 1957 1958 1958 1959 1958-1959 Price Yield 
: —(Millions)— % % 

Canada Dry Corp. .......... $ 86.02 $93.82 4.1% 3.7%  $1.732 $1.412 $1.00 $1.00 $ 54 $462 21%-14% 21 4.7% 
RN IID Sicacccisesnsosseiesntcn 296.7 309.2 10.1 9.7 7.07 7.10 5.00 5.00 1.11 NA 132%2-98'2 128 3.9 
Ss en 11.0 NA NA 42 70 71 60 -60 05 .07 17%- 8% 116 3.7 
Hives (Chas. E.)................ 9.62 942 27 3.8 697 942 .60 60 4221 djigl 21 -9% 18 3.3 
Pepsi-Cola .../..........sc0000++ 125.8 136.8 7.4 8.4 1.54 1.88 1.05 1.20 26 324 31%-19% 31 3.8 
Royal Crown Cola Co. (**) 17.3 18.3 7.1 6.7 1.19 1.19 .803 80 .13 174 = 19%-13% 18 4.4 





d_Deficit. 
NA—Not available. 


**—Formerly Nehi Corp. 


1—1st fiscal quarter end 12/31/1957 & 1958. 
2—Year ended Sept. 30. 


3—Plus, stock. 
4_Estimated. 





Company Ratings 


Rating Rating Rating 
Canada Dry B-1 Dr. Pepper B-1 Pepsi-Cola B-1 
Coca Cola A-1 Hires (Chas. E.) C-2 Royal Crown Cola B-1 








RATING KEY: A—Best grade. 
B—Good grade. 


C—Speculative. 
D—Unattractive. 











1—Improved earning trend. 3—Lower earnings trend. 


2—Sustained earnings trend. 
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Too Good 


Steel stocks began to rise well 
in advance of the low point in 
the industry’s operations and 
earnings. They have done the re- 
verse for some weeks now, easing 
substantially from their highs 
while the operating rate has 
risen to over 93% of capacity, 
and it has become obvious that 
huge gains would be the rule in 
first-half profits. The present 
situation is too good, abnormal, 
temporary—which explains the 
market psychology. With or 
without a strike, third-quarter 
earnings will be much under sec- 
ond-quarter levels. It is also rec- 
ognized that the industry will be 
under heavy political pressure to 
hold down prices. Hence, it is 
questioned that a wage boost 
would be as inflationary for steel 
prices and projits as were the in- 
dustry’s previous post-war labor 
settlements. The next good buy- 
ing level for steel stocks is con- 
jectural at this time. 


Copper 


Copper shares tend to move 
with the price of the metal. In 
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two boosts, the metal has gone 
from 29¢ a pound to 311% cents 
(U. S. producers’ price) since 
the start of this year. The stocks 
responded — for a time. They 
are now well down from recent 
highs. Expectation of a general 
U. S. copper strike had much to 
do with the increased demand for 
copper. Apparently the present 
market reasoning is as follows: 
If there is no strike, the price 
may fall two or more cents a 
pound. If there is a strike, may- 
be it has been largely, if not 
fully, allowed for in the present 
price of the metal. There is 
plenty of copper in the world. 














LD... 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1958 1959 
Martner: Pamciile Ry. ..........cscsecssessescossoscsseaseses 2 mos. Feb. 28 $ .42 $ .22 
MONON: TUE OR NNUNEUND 5. cscessccssccsssonscseseeoesanss 6 mos. Feb, 28 1.15 1.02 
Chicago Rock Island & Pac. Ry. ........cccccc00 2 mos. Feb. 28 35 09 
NR I a5, cacscninsonsusconesscancesscetsoiaons 2 mos. Feb. 28 1.26 49 
NE UG, 65a Scsssstcacanesonsciasesduasctbamsaial Quar. Feb. 28 1.05 -50 
oo irccescacuiasieodasccuttusenkechscéassaceonscasial 6 mos. Feb. 28 1.32 92 
NN tn sénacosibcesnccashesaticanactoccoes Quar. Feb. 28 1.14 27 
Caterpillar Tractor Co. ..2 mos, Feb. 28 61 16 
Spalding (A. G.) & Bros. ........ccccccccscccsscssceseees 12 mos. Jan. 31 1.10 58 
BN IIS TIS aa, sncssscetcccanscosavenisccconncad 6 mos. Jan. 31 1.48 1.02 

————— eee 








Recurrent strikes in one major 
producing area or another figuré 
heavily in supply-demand shifts. 
Copper shares might not get 
back to recent highs for some 
time. 


Cans 


American Can and Continental! 
Can were long regarded as high- 
grade investment stocks favored 
by moderate-rate growth of 
earnings. Actually, there has 
been no profit growth—in fact, 
some shrinkage—for American 
Can since 1950 (in per-share re- 
sults) ; and none for Continental 
since 1956. The latter company 
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has expanded most aggressively 
by acquisitions of important 
makers of glass and paper con- 
tainers; but it might have to give 
up some which are being opposed 
by the Department of Justice on 
anti-trust grounds. Both stocks 
have heretofore bettered their 
older highs only moderately. 
Poth have been under special 
pressure recently, and well un- 
der best levels of late 1958, as a 
result of announced price cuts 
on cans. The cuts were made 
primarily to “discourage” some 
large customers from making 
their own cans. When you have 
to pay going market prices for 
your materials, but have to cut 
slling prices to guard against 
loss of volume, your stockholders 
will understandably worry about 
cperating margins and earnings. 


seems likely for Chrysler. As 
stated here previously, earnings 
defy forecast. They might be 
$5.00 to $8.00 a share on the lat- 
ter against loss last year. Ford’s 
net could well be $6.00 to $8.00 
a share, against 1958’s $1.75. 
This year’s performance of the 
auto group as a whole should 
not differ greatly from that of 
the industrial average. In our 
opinion, the group’s long-pull po- 
tential is below average. 


Group Variations 


Despite sharp up or down 
moves here and there, weekly 
changes in the stock groups, as 
well as in individual issues, con- 
tinue largely to average out. 
Hence, the over-all level of stock 
prices at this writing differs 


What To Buy Now? 

The time when conservative 
investors may again be able to 
put savings into adequately safe 
income stocks at returns of 514% 
to 6%—as in late 1957 and early 
1958—is not now foreseeable and 
may be distant. Those wishing 
to employ funds in income stocks 
today have to shop around, and 
pass up many of the best-grade 
issues, to get yields of much over 
4%. Here are some appropriate 
choices: American Tobacco 
around 100, yielding 5% ; Ameri- 
can Investment 5% at 20; C.I.T. 
Financial 4.7% at 51; Cunning- 
ham Drug Stores 4.9% at 39; 
Consolidated Edison, nearly 
4.4% at 64; Equitable Gas 4.5% 
at 39; Interstate Power 4.7% at 
19; Pacific Lighting 4.5% at 53; 
Public Service of Indiana 4.6% 


Ve cannot say whether the little from what it was as of mid- at 46: and Woolworth, about 
tocks have been over-sold or January. Meanwhile, investment- 4.5% at 56. 

oon will be. On investment ap- speculative preferences continue i 

vaisal, they are not what they to shift considerably from week Radio Corp. 


sed to be. 


\uto Race 

Who is winning the automobile 
‘ace? In terms of competitive 
status and overall performance, 
he answer is one thing. In terms 
of market action, it is another. 
On investment appraisal, Gen- 








to week. At this time, groups 
which are showing above-aver- 
age strength are principally air 
transport, auto parts, baking, 
coal, dairy products, drugs, meat 
packing, motion pictures, and 
variety stores. Among those far- 
ing worse than average are alu- 
minum, building materials, cop- 
pers, food brands, machine tools, 








It was observed here recently 
that the stock of Radio Corp. 
was selling around 20 times earn- 
ings, that profit growth had been 
restricted in recent years, and 
that the stock’s chances of getting 
back to the pool-created 1929 
high of 11434 seemed slim. True 
enough — but, in view of public 
interest in this issue, some added 


























“a — 18 —_— the best international oils, sugar produ- comments may be appropriate: 
” a ae enastphgin' cers, paper and steels. (1) While the price-earnings ra- 
8. high to - ~~ ran ag and tio is above average, it is much 
et las rece . . stantially In Te-  taggards less extreme than those of stocks 
re cent weeks, despite improving Sa of a number of smaller concerns 
prospects for its sales and those Among individual stocks in the favored electronics field: 
of the industry. The “trouble” is which are performing relatively (2) the company’s large size as 
that earnings hold up relatively poorly at this time are: Amer- Sn the case Me alts, Electric 
al well in the slumps and cannot ada, Chemetron, Container ond Westin house. precludes a 
h- rise spectacularly in the good Corp., Dresser Industries, E!] dynamic as ag ten on the 
d periods because share capitaliza- Paso Natural Gas, Federal Paper other oh its shareholders have 
of tion is so huge. The stock lacks Board, General Portland Cement, the benefit of an entrenched trade 
1s speculative allure. Ford has re- International Paper, Household position and of established earn 
t, cently become the best-acting Finance, Aluminium Ltd., Hud- ing power; (3) RCA will be peel 
n stock in the group, followed by son Bay Mining, Murray Corp., ing pores and paying dividends 
7 Chrysler. A good year is now’ Lehigh Portland Cement, Repub- after a number of newcomers in 
a] indicated for Ford, with sharply lic Steel, Sunbeam Corp., United electronics have gone broke or 
y higher earnings. A so-so year Biscuit. have disappeared in mergers; (4) 
= — in a marked gain over 1958’s re- 
duced net of $1.98 a share, 1959 
DECREASES SHOWN IN RECENT EARNINGS REPORTS profit should be around $2.75 to 
1958 1957 $3.00 a share, or not greatly un- 
Texas & Pacific RWY scccccsssssssssssssssseseeneseen 2 mos. Feb. 28 $ .49 $ .64 | der 1955’s peak profit of $3.16 a 
Illinois Central Railroad ............ccccccccccsscesceceeeee 2 mos. Feb. 28 32 .37 share; (5) the odds are that pro- 
WRG, PINES: GOW a osscccccccssiscsccsccescesisonens 13 weeks Jan. 24 -05 41 fit will exceed best past level 
TT, 2 mos. Feb. 28 9 62 before the present cycle of busi- 
Columbus & So. Ohio Electric ...........:s00 12 mos. Feb. 28 2.05 2.55 ness expansion terminates. Al- 
ES CS ss ST ae Quar, Feb. 28 .14 .30 though it cannot be argued that 
Cee ae ee eRe ree eT Quar. Jan. 31 1.04 1.47 the stock is cheap at 59, neither 
Distillers Corp. - Seagrams 6 Mos. Jan. 31 1.75 2.03 is there any presently indicated 
ST EES Quar. Jan. 31 39 .70 need for its owners to disturb 

Young Spring & Wire Corp. ..........c:cccccssesseeeee 6 mos. Jan. 31 .37 1.23 holdings. 

(Please turn to page 182) 
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THE 
Business 


Trend 
Forecaster’ 


INTERESTING TO 
NOTE — The rise in 
industrial production 
line between 1956-57 
was offset by econo- 
mic decline in that 
period, accurately 
forecasting heavy 
inventory accumula- 
tions. 


ae are 
———_aa 


Win the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 





FORECASTER OF PRODUCTIVE ACTIVITY 
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(t)—Seasonally adjusted except stock and commodity prices. 
(a)—Based on F.W. Dodge data. 2 month moving average. In constant dollars. 
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Industrial Production 
(FRB INDEX 1947-1949-100) 


THE TREND FORECASTER 


SCALE AT RIGHT 


RELATIVE STRENGTH MEASUREMENT 


J ~~ 1954 § 1955 + 1958 9 1959 4 


This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 

As can seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook—tke right answer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes direction up or down a corresponding change in our 
economy may be expected several months later. 

The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy 

We believe that cdkentien will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


A majority of the eight component series entering into 
the Trend Forecaster are still in uptrends as we enter the 
second quarter, although some cross-currents are in 
evidence. Durable good orders, stock prices and new in- 
corporations were the best performers in the first quar- 
ter. Average hours worked rose further, and three 
other series—commodity prices, business failures and 
nonresidential construction contracts — strengthened 
dfter early irregularity. One series, housing starts, 
turned clearly downward, after a long advance. 

Reflecting these trends in the indicators, the Relative 
Strength Measurement now stands at a healthy +3, al- 
hough it is down somewhat from the -+-4 level of late 
1958. Although the Measurement might have fallen 
somewhat further, were it not for the artificial activity 
deriving from fears of a steel strike, its present posi- 
tion nevertheless still forecasts rising activity through 
the first half of the year although at a somewhat slower 
pace than before. It still leaves entirely open, the pos- 
sibility that a steel strike will revitalize the trend in the 
last half (at a price of course, to be paid in 1960). 
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Analyst 


CONCLUSIONS IN BRIEF 


PRODUCTION—still advancing slowly, as steel and 
machinery output advance. Other gains in chemicals, 
oetroleum, textiles. Look for further moderate rise 
into summer, somewhat faster rise for a short period 
in the Fall. 








TRADE—retail volume still running strong, after an 
Easter season that was sharply above a year ago. 
Retail volume in the $17.5 billion per month range 
assured for the Spring and early Fall. 


MONEY & CREDIT—vmild trend toward increased 
tightness has continued; no immediate change in the 
offing. For next three months, demand for funds 
should be in a clear rise, reflecting inventory gains, 
high demand for mortgage funds, and perhaps some 
turnaround in funds required for plant and equip- 
ment. 


COMMODITIES—slow uptrend in industrials contin- 
ves, partly offset, until recently, by weakness in farm 
commodities. Currently, some seasonal strength ap- 
pearing in farm commodities, may send general 
wholesale price indexes up, cause mild uptrend in 
cost of living. 


MONEY AND BANK CREDIT 
(WEEKLY. REPORTING MEMBER BANKS) 
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ECENT months have witnessed a continuing up- 

trend in general business conditions, at a very 
appreciable rate, despite evidence of a growing ad- 
mixture of weaknesses in the total business picture. 
These weaknesses are not yet nearly crucial; their 
significance lies in their clear indication that the busi- 
ness cycle is still with us. In typical cyclical fashion, 
the features of the next recession are being sketched 
out during the current recovery. 


One weakness is the very important role that in- 
ventory accumulation is now playing in the expan- 
sion. About half of the total increase in gross national 
product over the past year of recovery has been in 
the area of inventory demand. Business stocks are 
now evidently accumulating at about a $5 billion 
annual rate—too fast to be long sustainable. Doubt- 
less the rate will hold throughout the second quarter; 
and assuming a liquidation of steel inventories dur- 
ing the third quarter owing to a steel strike, a $5- 
billion rate of accumulation may even recur in the 
fourth quarter of this year. Inventory-sales ratios are 
still quite low, but they are about to rise; and, charac- 
teristically, they rise too far. Inventory difficulties are 
thus likely to reappear by early 1960. 

Similarly, the housing market appears to be head- 
ing in the general direction of trouble, although here 
too it is not yet in difficulties. The present rate of 
home building is, in the opinion of most analysts, 
somewhat greater than the real demand for homes 
this year; when the sales effort for current home- 
building reaches its peak, moreover, the supply of 
long-term funds may be a little less full than it is 

(Please turn to the following page) 
















































































































































































Latest Previous Year OOK | 
THE MONTHLY TREND roa ‘ices — i PRESENT POSITION AND OUTL | 
INDUSTRIAL PRODUCTION* (FRB)...... 1947-'9-100 | Feb. 144 143 130 today. All things considered, the 
Durable Goods Mfr........:sss00+ 1947-'9-100 | Feb. 155 153 137 housing market appears to have | 
Nondurable Goods Mfr 1947-'9-100 | Feb. 138 137 125 completed its cyclical expansion, and | 
Mining 1947-'9-100 | Feb. 124 123 118 is entering on a period of moderate 
decline, unless resuscitated by legis- | 
RETAIL SALES*..... .... abdadeehabreeecetpseanetien $ Billions = | Mar. 17.7 17.6 16.1 lation. 
SI MINE. occssevescees-cnsenssneroaneto-s $ Billions | Mar. 59 5.9 5.0 Finally, consumer credit is now 
Nondurable Goods $ Billions =| Mar. 11.8 W7 1 rising in its characteristic response to 
Dep't Store Sales 1947-'9-100 | Mar. 141 139 131 rising personal income and reem- 
ployment. The current rate of in- 
MANUFACTURERS’ crease in consumer credit outstand- | 
New Orders—Total”...........::csssesesees | $ Billions Feb. 29.8 28.5 24.1 ing is very high, and is not likely to 
Durable Goods | $ Gitfions ong 7 ane 10.7 | be sustained beyond the end of 
Nondurable Goods | $ Billions Feb. 7 ane 134 | 1959. A credit problem of some im- 
Shipments* $ Billions Feb. 28.5 28.1 25.5 portance may thus be an aspect of 
Durable Goods $ Billions feb. hoa = 12.0 | the consumer durables markets in | 
Nendurable Goods $ Billions Feb. 147 14.6 13.5 1960. 
BUSINESS INVENTORIES, END MO.*| $ Billions Feb. 85.9 85.6 89.3 . = * 
Manufacturers’ $ Billions Feb. 49.8 49.5 52.4 
Wholesalers’ $ Billions Feb. 11.9 11.9 12.5 PRODUCTION TREND, BY SECTOR— 
Retailers’ $ Billions Feb. 24.2 24.2 24.3 among major industries, the fastest 
Dept. Store Stocks ..........ssceseseseeeenee 1947-’9-100 | Jan. 151 150 147 growth of production since the re- 
covery began in the Spring of 1958 
CONSTRUCTION TOTAL............:00s00eeeeeee $ Billions Mar 3.8 3.5 3.3 has clearly been in the metals area, 
Private $ Billions Mar 27 2.5 2.4 | and most notably in steel. Steel out- 
Residential $ Billions Mar 15 1.4 12 | put in March was almost double the 
All Other $ Billions Mar 1.2 1.1 1.2 output in the same month of a year 
Housing Starts*—a Th d Feb 1320 1350 915 ago, and new weekly records for 
Contract Awards, Residential—b...... $ Millions Feb 1073 1022 727 steel production are now being set. 
All Other—b $ Millions | Feb 1234 1298 1226 Total output of primary metals—in- 
| cluding nonferrous as well as steel— 
sarvinaregeeoeged -" is now over 50°, ahead of a year 
Total Civilian Millions Mar. 63.8 62.7 62.3 . ae 
= ago, and still rising. 
ae pvcongag praia = ~~ _— Very sharp production recoveries 
Government Sion Mar. 8.1 8.1 7.8 have also been experienced in the 
oe — re os 8 automobile and “other transporta- 
aed eied noi a ina pow pores tion equipment” categories, with 
; ‘ : ; freight-car builders enjoying an es- 
Hourly Earnings. | Dollars Mar. 2.21 2.20 2.11 . . —— . 
Weekly Earnings | Dollars Mar am wn ae | Oe ee oe © een & vo- 
sacs casi ei | i ; Rimes cent months. Lumber manufacturers 
PERSONAL INCOME®.........ccccccssssssssssee | $ Billions | Feb. 365 363 348 are producing at about 20%, above 
Wages & Salaries | $ Billions | Feb. 246 245 233 a year ago. Gains in apparel, and in 
Proprietors’ | $ Billions | Feb. 58 58 56 the chemical and petroleum indus- 
Interest & Dividends $ Billions Feb. 32 32 32 tries, overage about 15%. The — 
Transfer Payments $ Billions | Feb. 26 26 24 chinery industries have experienced 
ini Minin | $ Billions Feb. 17 17 17 a recovery in output of only about 
10%, but in this industry the ad- 
CONSUMER PRICES........ccccccccssssscecnee .| 1947-'9-100 | Feb. 123.7 123.8 «122.5 | vance is accelerating, while it is slow- 
EE CEE aera 1947-'9-100 | Feb. 1182 1190 1187 ing in many other industries. The 
Clothing 1947-'9-100 | Feb. 106.7 1067 1068 | paper industry has also experienced 
Housing 1947-'9-100 | Feb. 128.5 1282 1273 | @ moderate but continuing gain in 
output. 
MONEY & CREDIT . ta 
All Demand Deposits*.................s000 $ Billions Feb. 110.6 110.1 105.5 
Bank Debits*—g $ Billions | Feb. 89.4 9878 795 | PLATEAU IN CONSTRUCTION — the 
Business Loans Outstandi 9 $ Billions Feb. 30.3 30.3 30.4 rapid rise in dollar spending for new 
Instalment Credit Extended”............ $ Billions Feb. 3.8 3.8 3.2 construction that was such a feature 
Instalment Credit Repaid®............. $ Billions | Feb. 3.5 3.4 3.4 | Of the last half of 1958 has slowed 
to a halt in the early part of 1959. 
FEDERAL GOVERNMENT The annual rate of outlays for pri- 
Budget Receipt $ Billions Feb. 6.6 45 6.3 vate facilities, in its climb from about 
Budget Expenditures...............csessesee $ Billions Feb. 6.3 6.8 5.5 $32.4 billion in the spring of 1958, 
Defense Expenditures...........sesssssssses $ Billions Feb. 3.6 3.7 3.5 reached about $37.0 billion by early 
Surplus (Def) cum from 7/1.......... | $ Billions Feb. (13.0) (13.3) (7.2) this year; in recent months it has 
162 THE MAGAZINE OF WALL STREET 











and Trends 





QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY 


PRESENT POSITION AND OUTLOOK 


OO ho OD 














In Billions of Dollars—Seasonally Adjusted, at Annual Rates 
pe. clung to that level, but failed to ad- 























————_—_—— 1958 -—1957——| vance. Residential outlays have con- 
SERIES IV MW ut IV tinued up, but this improvement has 
Quarter Quarter Quarter Quarter been offset by slight further weak- 
#ROSS NATIONAL PRODUCT ............. .. | 453.0 439.0 429.0 438.9 ness in nonresidential spending. Out- 
Personal Cc ‘ ption aes ve . 296.5 291.5 288.3 287.2 lays of federal state and local gov- 
ior iain teen se ianapeaats 3 ie 7. = ernments for construction have also 
Government Purchases ............::00:0000 94.8 92.0 89.7 86.9 stopped rising in the first few months 
eee 53.8 52.2 50.7 49.1 of the new year. 
State & Local 41.0 39.8 39.0 37.8 
7 * * 
ERSONAL INCOME ............::ccccccceeeeeeee | 359.1 357.5 349.8 349.7 

Tax & Nontax Payments ... 43.7 43.5 42.3 43.0 GROSS NATIONAL PRODUCT — the 
Disposable Income .............. lap satveotenne 315.4 314.0 307.5 306.8 total value of the national output of 
Consumption Expenditures. ................ | 296.5 291.5 288.3 287.2 goods and services climbed to an 

P. S NENOEE sisiasicinsiGusciadsacsannns-<os 19.0 22.5 19.2 19.6 fon ° 
et re estimated $465 billion in the first 
oo a , CE = rer poo quarter, up about $12 billion from 
OFPOFATS TAXO]S  ....cececeesereereeseiuseeeeeeees ° - e . a 
Corporate Net Profit 21.6 18.6 15.7 20.0 Dg of poe — mare 
Dividend Payments .......... 11.8 12.5 12.4 12.0 third o is quarter-to-quarter in- 





crease reflects added expenditures 
by consumers, which are now run- 


Retained Earnings ..... ones 9.8 6.1 3.3 8.0 
































PLANT & EQUIPMENT OUTLAYS .......... | 29.9 29.6 32.4 37.8 g pet 
ning at close to $300 billion per year. 
THE WEEKLY TREND Another one-third of the increase 
represents a rise in the rate of in- 
week =k pees 6s «60 ae ventory demand from about zero in 
Unit Ending | Week Week = Ago late 1958 to about $3.5 billion per 
me | <= i fi t 
MWS Business Activity Index*..| 1935-’9-100 Apr. 4 | 308.2 309.2 2643 year in the first ys nal a Rca 
| MWS Index—per capita* .. .. | 1935-'9-100 apr. 4 | 227.9 230.0 198.7 rise in inventory deman as oc- 
| Steel Production... % of Capacity Apr. 12 93.2 93.2 48.5 curred in the early part of the sec- 
| Auto Rc sa Production... ssp Apr. 11 bo = po ond quarter). The remainder of the 
| Paperboard Production ....... .... ousand Tons Apr. 4 . . 7 
; Paperboard New Orders............| Thousand Tons Apr. 4 358 306 335 — ee - eee ee 
| Electric Power Output’............ 1947-'49-100 | Apr. 4 249.8 249.6 222.2 ing tor goods and services—mostly 
Freight CarloadingS..........:0:.-s0+ Thousand Cars | Apr. 4 590 604 516 by state and local governments. The 
Engineering Constr. Awards....| $ Millions | Apr. 6 470 338 355 federal government spending rate 
Department Store Sales....... .... 1947-'9-100 | Apr. 4 117 141 134 : 
d Deposits—c | $ Billions | Apr. 1 559 566 54.1 — Re La from the late 
Business Failures .................-.---+ | Number | Apr. 2 284 297 352 months © . 





*Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (¢)—Weekly reporting member banks. (d)—Excess of 
disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financio! 
centers. (na)—Not available. (r)—Revised. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 
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No. of 1958-59 Range 1959 | (Nov. 14, 1936 Cl.—100) High low Apr. 3 Apr. 10 
Issues (1925 Cl.—100) High low Apr. 3 Apr. 10 | 100 High Priced Stocks ........ 286.3 189.7 284.0 284.5 
300 Combined Average ... 466.5 283.9 466.2R 466.2 | 100 Low Priced Stocks . 642.5 334.7 642.5R 641.6 
4 Agricultural Implements ...... 426.0 196.5 415.5 AVES | 5 Geld DAA cccccerrccccscccseseses. 962.8 530.5 895.3 886.8 
3 Air Cond. (‘53 Cl.—100) ..... 131.1 87.8 127.5 127.5 | 4 Investment Trusts .............. 190.6 144.4 183.3 183.3 
10 Aircraft (‘27 Cl.—100) ........ 1338.3 982.2 1326.0 1338.3H 3 Liquor (‘27 Cl.—100) ........... 1564.6 913.4 1504.4 1519.4 
7 Airlines (‘27 Cl.—100) ........ 1429.4 638.8 1359.0 1429.4H 8 Machinery  ...........:...000 i 505.6 343.8 496.7 505.6H 
4 Aluminum (‘53 Cl.—100) .... 443.7 253.4 426.5 430.8 3 Mail Order ........ 326.2 143.3 321.3 326.2H 
5 Amusements ......ssccceeeeseeeees 227.5 125.0 217.9 227.5H 4 Meat Packing 249.6 123.6 245.6 243.7 
6 Automobile Accessories ..... 461.6 298.9 457.6 461.6H 5 Metal Fabr. (‘53 Cl.—100) . 207.7 138.1 199.0 199.0 
6 Aut reer 107.1 40.8 103.2 107.1H 9 Metals, Miscellaneous ....... 409.6 278.3 395.0 391.3 
4 Baking ('26 Cl.—100) ......... 41.3 28.5 40.6 40.9 4 Paper 1275.4 841.8 1263.7 1240.3 
4 Business Machines ............... 1317.2 898.2 1291.2 1291.2 BE III civsccnininssncnsemcdoniniess 885.5 629.7 843.8 843.8 
IE -ccactnenescssessscncenressen 760.8 509.5 747.2 747.2 eS en 362.0 258.9 362.0 362.0 
4 Coal Mining 34.5 18.4 34.5 31.7 6 Railroad Equipment ............ 99.8 59.2 97.2 97.2 
4 Communications ... 202.1 85.7 202.1 198.9 20 Railroads ........cccscceeeeeee - 76.7 43.0 73.1 73.1 
DCI scessreccssccsnssccnns- 171.2 107.5 168.0 166.5 3 Soft Drinks 640.1 445.6 640.1 640.1 
7 Containers 1142.6 707.3. 1076.7 1043.8 12 Steel & Iron 419.2 249.3 404.0 396,3 
6 Copper Mining ..... 344.6 184.6 327.9 325.1 4 Sugar 144.7 102.8 123.9 122.6 
2 Dairy Products ........ 150.3 115.6 148.8 150.3 2 Sulph 863.3 543.4 840.4 832.8 
6 Department Stores 132.0 78.9 129.7 129.7 11 TV & Electron. (‘27 Cl.—100) 85.0 28.8 85.0 82.9 
5 Drugs-Eth. (‘53 Cl.—100) ... 443.4 217.2 431.5 443.4H Sf eee 204.9 106.9 204.9 201.3 
6 Elec. Eqp. (’'53 Cl.—100) ... 287.4 195.8 282.1 287.4 3 Tires & Rubber ................... 243.7 142.3 241.6 241.6 
3 Fi Compani 747.2 568.8 690.5 683.3 5 Tob 188.1 110.9 184.8 186.5 
BD Fa TIES. secesnccierccsessascoes 438.1 2535.5 426.2 414.2 3 Variety Stores ...........c00 350.9 239.3 341.1 341.1 
Se ED cccicdincintaaeteciees 279.6 182.2 271.5 268.8 20 Unclassif’d ('49 Cl.—100) ..... 273.0 145.4 268.3R 268.3 
H—New High for 1958-1959. R—Revised. 
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Trend of Commodities 





SPOT MARKETS—Rising food prices and somewhat lower quota- 
tions for industrial raw materials, counterbalanced each other 
in the two weeks ending April 10, and as a result, the BLS 
index of 22 sensitive commodities held unchanged. Among 
industrial materials, metals were especially weak. This com- 
ponent fell 4.1% as the result of lower quotations for copper 
scrap, steel scrap and tin. Burlap and tallow also were lower 


while cotton, hides and wool tops improved. 


Among the rank and file of commodities, small gains were 
the rule and the BLS comprehensive weekly index gained 
0.2%. The farm products component added 0.4% and the index 
of all items other than farm products and foods rose 0.1% to 
a new high. With the nation’s money supply rising sharply 
in recent months, commodity prices should be watched for 


signs of inflationary pressure. 





FUTURES MARKETS—Commodity futures markets were buoyant 
in the two weeks ending April 10, with most futures showing 
good gains. Among actively traded commodities, only copper, 
zine, eggs and potatoes were backward. The Dow-Jones Com- 
modity Futures Index advanced 2.60 points during the periods 
to close at 151.7 

Wheat futures were higher in the period under review, led 
by new crop options, The old May wheat rose only ‘2 cent 
but the September new crop option rose 442 cents, The later 
deliveries, Wheat support legislation is moving ahead in 
parts of the winter and spring wheat belts. Reports of heavy 
winter kill in certain areas, brought buying into the deferred 
deliveries. Wheat support legislation is moving ahead in 
Congress and is expected to effect prices more strongly in 
coming weeks. 








130 
120 


110 
100 
90 
80 
70 


All Commodities 
1947-49 = 100 


J| F 
1959 


60 





a 





1953 1954 1955 1956 1957 1958 1959 


WHOLESALE COMMODITY PRICES 






















































































130 
120 TeTTT TIT tt itt t 
110 Non Farm Products 
1947-49 = 100 
100 LUT 
90 PTET rrrrritet 
80 Farm Products 
1947-49 = 100 
70 LILI 
PETTITTE te ttt 
60 LASONDJ FMAMJJ A SONDJ FMAMJJ ASON 

















BLS PRICE INDEXES 








Latest 2Weeks 1Yr. Dec.6 

















1947-1949—100 | Date Date Ago Ago 1941 
foe meat 2 5 
All Commodities | Ape. 7 119.5 119.3 119.3 60.2 
Farm Products | Apr. 7 90.9 90.3 97.7 51.0 
Non-Farm Products Apr. 7 127.9 127.8 125.5 67.0 
22 Sensitive Commodities | Apr. 10 86.8 86.8 846 53.0 
9 Foods | Apr. 10 81.3 80.9 90.1 46.5 
13 Raw Ind’l. Materials | Apr. 10 90.7 910 808 58.3 
5 Metals | Apr. 10 91.9 958 81.0 54.6 
4 Textiles | Apr. 10 78.1 768 76.4 563 
MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 
1959 1958 1953 1951 1941 
High of Year 159.2 154.1 162.2 215.4 85.7 
Low of Year | 142.1 146.5 147.9 176.4 74.3 
Close of Year 152.1 152.1 180.8 83.5 
DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 
1959 1958 1953 1951 1941 
High of Year 151.9 159.0 166.8 215.4 84.6 
Low of Year 144.2 147.2 153.8 174.8 55.5 
Close of Year 147.6 166.5 189.4 84.1 
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Keyed cutaway of a Nevins 40-foot yaw! shows a few 


in building fine boats. Designed by Sparkman & Stephens, 








of the many places where Anaconda Marine Metals are used 
N. Y. Built by Nevins Yacht Yard, City Island, N. Y 


How metals from Anaconda 
make smooth sailing for boatmen 








REFERENCE LIST 
FASTENINGS: 1 Keel and frame bolts, 2 screws for 
planking, fittings, and hardware—FEverdur. 
FITTINGS: 3 turnbuckles, 4 cleats, 5 chocks 
6 winches, 7 all spar fittings—Everdur. 
STRUCTURAL: 8 Hull strapping, 9 chain plates, 
10 mast step, 11 centerboard and 12 trunk, 
13 rudder strapping and fittings—Everdur. Power 
boat metal parts in slipstream or turbulence 
naval brass, manganese bronze or 
phosphor bronze. 14 Rudder post—Tobin Bronze 
HARDWARE: Hinges, handles, 15 lights, trim, 
16 binnacle housing—broass or Everdur 
POWER: 17 Propeller shafting—Tobin Bronze. For 
high speed, heavy duty—Tempaloy. Fuel line, 
18 muffler, 19 exhaust tubing—copper 
20 Fuel tank—tinned copper or tinned Everdur 
MISCELLANEOUS: 21 Plumbing for head and galley 
copper tube with brass or bronze fittings 
22 Water tanks—tinned copper or tinned Everdur 











...and all industry 


Rough water, salt spray, brisk winds— 
the very elements that make boating the 
popular and thrilling sport it is—are 
also a boat’s relentless enemies. To 
withstand the twists and strains of even 
normal running and to stave off corro- 
sion’s attack, metals of many special 
kinds are required: For instance, 
Everdur® for fittings and fastenings; 
Tobin Bronze® and Tempaloy® for 
propeller shafting. 

Because the yawl above contains vir- 
tually every important metal part found 
on any type of pleasure boat, it illus- 


trates the numerous ways these Ana- 
conda Metals make for sound construc- 
tion and safer boating. The develop- 
ment of marine metals for pleasure, 
naval, and commercial craft demon- 
strates just one facet of Anaconda’s 
broad research program in the non- 
ferrous metal field. 

If you would like to receive a free 
copy of our illustrated twenty-page 
booklet, ““Know the Metals in Your 
Boat,” write to Department S, The 
Anaconda Company, 25 Broadway, 


New York 4, N. Y. S9174A 


ANACONDA 


PRODUCERS OF: COPPER: ZINC+ LEAD + ALUMINUM: SILVER 
GOLD + PLATINUM + PALLADIUM + CADMIUM: SELENIUM + TELLURIUM 
URANIUM OXIDE +» MANGANESE + ARSENIC * BISMUTH: INDIUM 











The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you, It 
is subject to the following conditions: 
1. Give all necessary facts, but be brief. 

Confine your requests to three listed securities at reasonable 


intervals. 


a 


addressed envelope. 


» 


envelope, 


No inquiry wil! be answered which does not enclose stamped, self- 


No inquiry will be answered which is mailed in our postpaid reply 


5. Special rates upon request for those requiring additional service. 





Minnesota Mining & Manufacturing 
Co. 


“As a subscriber to your magazine for 
some years, I would appreciate recent 
data on Minnesota Mining & Manu- 
facturing Co. Do you think this com- 
pany’s growth prospects continue 
bright?” 

A. E., Scarsdale, N. Y. 


Minnesota Mining & Manufac- 
turing Co., maker of various 
Seotch type pressure sensitive 
tapes; coated abrasives; adhe- 
sives, coatings, electrical prod- 
ucts: graphic products, some 
building products and also some 
chemicals and plastics, has had a 
remarkable record of growth over 
the years and growth prospects 
continue bright. 

The company reported consoli- 
dated sales of $376,293.016 for 
1958, compared with 1957 sales of 
$370,106,838. Common stock earn- 
ings last vear were $43,669,033, 
equal to $2.58 per share, com- 
pared with $39,446,588, or $2.34 
per share in 1957. Both sales and 
earnings represent new highs for 
3M. 

Increased earnings were due 


primarily to progress made in, 


controlling costs and improving 
operations, although increased 
sales and a changing product mix 
also were factors. 

Foreign sales volume in 1958 
was the highest for any year 
since the company’s direct entry 
into foreign markets eight years 
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ago, totalling $79.9 million com- 
pared with $66 million in 1957. 
Dollar income received from the 
foreign subsidiaries increased 
substantially over 1957 but a ma- 
jor portion of earnings was rein- 
vested to finance current opera- 
tions and future growth. 

At the end of the year negotia- 
tions were underway for the es- 
tablishment of manufacturing 
facilities in Japan and Italy. Tape 
converting operations were estab- 
lished in the Union of South 
Africa during 1958 and full scale 
manufacturing operations are 
planned for that country by the 
end of 1959. 

Research continued to be a ma- 
jor factor in 3M operations. The 
company spent about $16.5 mil- 
lion, some 4% of sales—for re- 
search and related laboratory ac- 
tivities during 1958 and almost 
25% of the company’s sales for 
the year came from products de- 
veloped and marketed in the past 
five years. 

Common stock dividends dur- 
ing 1958 were $1.20 per share. 
(The quarterly common stock 
dividend was increased to 35 
cents by 3M’s board of directors 
on February 9 of this year). 

The company retired all of its 
outstanding preferred stock in 
1958 with $7 million received 
from an employees’ stock option 
plan. 

Earnings have shown a steady 





although moderate rise in each o 
the past five years. 


Owens-Illinois Glass 
“Please give me a comparative analysi 
of sales and earnings of Owens-Illinoi 
Glass for the past two years and th 
outlook for 1959.” 
D. G., Park Ridge, Illinois 


Owens-Illinois Glass Co’s earn 
ings in 1958 were higher tha: 
those of 1957 but sales droppec 
slightly because of the sale ot 
assets of the company’s Kayk 
Division and adverse market con- 
ditions, especially during the first 
six months, in the container 
board and corrugated box seg- 
ments of the business. 

Net earnings for 1958 were 
$37,772,005 on sales of $508,459,- 
930, compared with 1957 earn- 
ings of $35,810,017 and sales of 
$510,486,850. After preferred 
dividend requirements, earnings 
were $4.82 per common share 
last year and $4.55 in 1957. Non- 
recurring gains totalled 70 cents 
a share in 1958 compared with 
24 cents in 1957. 

During the last half of the 
year, glass container factories in 
Cuba and Venezuela began oper- 
ations. A third Latin America 
facility, near Bogota, Colombia, 
is expected to become operational 
in the last half of 1959. 

A substantial portion of the 
company’s capital expenditures 
in 1958 were made in foreign 
investments. Of a total expendi- 
ture of $23,748.300 for additions 
and replacements, $5,526,700 was 
expended outside the United 
States. 

Most important addition to do- 
mestic facilities was a machine 
shop at Godfrey, Illinois, 

New equipment was installed 
at pulp and paper mills in Jack- 
sonville, Florida and Big Island, 
Virginia. The Paper Products 
Division opened a box factory in 
Kansas City, Missouri, and 
started operation of a small sheet 
converting plant in Mercedes, 
Texas. A new box plant on the 

(Please turn to page 184) 
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The shape of flight 


The shapes of things that fly have always been 
determined by the materials they are made of. 
Feathers form wings that are basically 

alike for all birds—and membrane forms an 
entirely different wing for insects. It takes 
thousands of years, but nature improves its 
materials and shapes, just as technology 
improves the materials and shapes of aircraft. 
But here, the improvements in materials are so 
rapid that designs become obsolete almost as 
soon as they are functional. 


Today, our aeronautical designers and missile 
experts work with types of materials that 
didn’t exist just a few short years ago. 
Steels are probably the most important examples: 
United States Steel has just 
developed five new types of steel for the 
missile program. They are called ‘‘exotic”’ 
steels because they have the almost unbelievable 
qualities necessary for unearthly flights. 

The shape and the success of our space birds 
depend on steel. USS is a registered trademark 


(iss) United States Steel 











The Bubbling Soft Drink 
Industry 





(Continued from page 157) 


Perhaps the single most im- 
portant development in the in- 
dustry in the past year, however, 
has been the remarkable success 
of the 16-ounce cola drink, par- 
ticularly those which compete 
price-wise with established 12- 
ounce brands. Relatively new 
firms (privately owned), such as 
3V Cola, Double Cola and Lotta 
Cola, have enjoyed rapid growth 
simply by offering the consumer 
greater quantity for his money. 
These companies are competing 
efficiently because they do not in- 
dulge in wide-spread public ad- 
vertising, but rather make a 
limited pitch to bottlers and re- 
tailers through trade publication. 
What direct advertising and pro- 
motion they do is aimed at the 
younger set, which has always 
been more interested in quantity 
than quality or prestige. 


The 16 oz. Bottle 


The successful promotion of the 
16-ounce and family size drink is 
resulting in a number of impor- 
tant ramifications. For one thing, 
it is providing a mild boom for 
manufacturers of filling machines, 
bottles and pellets. But it is also 
narrowing bottlers’ profit margins 
by increasing costs, on the one 
hand, and decreasing numerical 
bottle sales through an increase 
in the ounces per bottle, on the 
other hand. Bottlers’ profits are 
based on cases, not ounces. Syrup 
manufacturers, however, whose 
chief concern is only the sale of 
ingredients, should benefit from 
the indicated increase in fluid 
ounce consumption per capita. 


The New Lines 


As to new flavors, both Coca- 
Cola and Pepsi-Cola are field test- 
ing new drinks. Pepsi has an- 
nounced that extensive field tests 
have been conducted on a new 
lemon-lime beverage. Consumer 
sampling, they say, has produced 
a highly encouraging reaction. 
The firm already makes available 
a line of flavors for use with pre- 
mix. Other soft drink producers 
across the nation prepare, blend 
and package anywhere from a 
dozen or so to a hundred different 
flavor extracts. 
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New Across The Country 
Expansion 


Stepped-up competition is also 
resulting from the aggressive ex- 
pansion programs of various com- 
panies into new geographic areas. 
The Dr. Pepper Co. provides an 
excellent example. The company 
recently introduced its products 
into the New York and Chicago 
areas, the world’s two largest con- 
sumer markets, as well as other 
large midwestern cities, including 
Detroit, Des Moines, Toledo, and 
a number of others. According to 
the company, this expansion is 
part of a master plan to gain 
complete national distribution by 
1960. Nineteen new markets were 
franchised in 1958, seventy in the 
past three years. Addition of re- 
cent markets increases Dr. Pep- 
per’s territorial coverage to 70% 
of the domestic population. 

Concerning soft drink prices, a 
most important news item broke 
a few weeks ago in Atlanta, 
Georgia, when major brands final- 
ly moved wholesale prices in the 
area up from 80¢ to $1. per case. 
To sentimentalists, this action 
marked the end of the 5¢ bottle 
of pop at retail in its last strong- 
hold. It also called attention, 
however, to the other end of the 
problem: in areas such as the 
Northeast, where a price level of 
$1.60 a case has been in effect for 
several years, there is not much 
room for another increase with- 
out in turn boosting retail prices 
above a dime a drink. One in- 
dustry executive feels that if this 
ever should happen, the industry 
could price itself right out of its 
market. 

Against this background, it 
seems unlikely that syrup manu- 
facturers or bottlers will soon re- 
turn to the good old days of ten 
to twenty and more years ago, 
when pre-tax profit margins of 
30% were not uncommon. But it 
would be most surprising if the 
industry didn’t extend the per- 
sistent growth pattern of the past 
well into the future. 


Canada Dry Corp. provides one 
of the widest varieties of soft 
drinks in the industry. It also 
imports alcoholic beverages, for 
those who prefer mixed drinks. 
More than 280 soft drink bottling 
plants are operated in this country 
and abroad. 

The company is hopeful of at- 
taining a new sales record of $100 
milion or more in the fiscal year 


ending September 30, 1959. Vo!- 
ume in fiscal 1957-58 was $93.8 
million. A comparable gain in 
earnings is likely, due to favorable 
overseas business and improved 
domestic operations, resulting 
from decentralization of facilities. 

Coca-Cola Company is the dom- 
inant company in its field. Both in 
gallons sold and dollar receipts, 
1958’s sales again exceeded the 
highest previous record in the 
company’s 72-year history. Vol- 
ume from king size and family 
size containers, and fountain an 
pre-mix business, registered im 
portant gains. 

Coke is now marketed in more 
than one hundred countries. This 
business now represents more 
than a third of total sales and 
earnings. 

Although the company looks 
for new record sales in 1959, 
higher promotional and advertis- 
ing expenses may limit the profits 
gain to more moderate propor- 
tions. Recent introduction of new 
flavored soft drinks under the 
name Fasta in limited markets 
could mark an important step 
toward broadening the base of its 
sales and earnings potential. 


Dr. Pepper Company is a moder- 
ate size syrup maker. Owing to 
its recent expansion into large 
new markets, sales are expected 
to show a large percentage gain 
in 1959. However, promotional ex- 
penses will be heavy as the com- 
pany strives for public acceptance 
in these areas. Consequently, 
shareholders are not likely to 
taste the full fruits of the com- 
pany’s expansion program for 
several years. Despite growing 
capital requirements, the 60¢ per 
share annual dividend was co- 
vered by a narrow margin the 
past two years. 


The Charles E. Hires Co. is an- 
other moderate size syrup manu- 
facturer. Despite a small drop in 
sales, profits in the fiscal year 
ended September 30, 1958, in- 
creased to 94¢ per share from 
69¢. During the course of the 
year, fifteen new franchise bott- 
lers were added to the company’s 
distribution pattern. 

With another earnings’ gain 
likely this year, the 15¢ quarterly 
dividend seems well protected. 


Pepsi-Cola Co. is the second 
largest in the cola-type soft drink 
field. Concentrate and bottling 
plants are operated both in this 
country and abroad. 
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FASTEST-GROWING REGION 


El Paso Natural Gas Company reports record deliveries 


of Natural Gas to customers in the West 


Natural ‘gas is America’s fastest-growing 
energy source, and E] Paso Natural Gas Com- 
pany and its subsidiaries serve natural gas’s 
fastest-growing market. 

Deliveries of gas were at record highs in 
1958 as El Paso and subsidiaries continued to 
expand their pipeline systems and increase 
their gas reserves to meet the long-term 
energy demands of the West. 

For the second consecutive year, gas deliv- 
eries totalled more than a trillion cubic feet. 

Extensive exploration and purchase pro- 
grams brought total gas reserves at year’s 
end to an all-time high of 38.8 trillion cubic 
feet —assuring vitally needed energy supplies 
for western consumers and industries in the 
years ahead. 


El] Paso’s 1958 artnual report, distributed 
to its 51,835 stockholders (an increase of 
10 per cent in 1958) reports consolidated 
gross revenues for 1958 of $368,299,522, com- 
pared with 1957’s $301,090,537. Net income 
was $35,308,813 in 1958, compared with 
$34,506,238 in 1957. 

The report gives details of 1958’s accom- 
plishments, as well as plans to meet the future- 
needs of western consumers—for natural gas, 
for petroleum, for petro-chemicals. 

E] Paso Natural Gas Company and its sub- 
sidiary, Pacific Northwest Pipeline Corpora- 
tion, serve customers in California, West 
Texas, Arizona, Idaho, Nevada, New Mexico, 
Oregon, Utah, Washington, Wyoming and 
Colorado, 





RECORD GAS DELIVERIES 


For copies of El Paso’s 
1958 Annual Report 
to Stockholders, write 


VOLUMES IN MCF at 149 Ib. P.B 


MEET WEST’S DEMAND FOR ENERGY 







600,000 000 
=. en 2 —+— 500,000,000 
- 400,000,000 





+———+— 300,000 





to El Paso Natural Gas 





—_—_—++- + 00.000 .00 





—_—_ 


Company, El Paso, 


100,000 000 





Texas. 








1949 1950 1951 1952 





1953 1954 1955 





EL PASO NATURAL 








GAS{|I|COMPANY 


Common Stock listed on the New York Stock Exchange, Midwest Stock Exchange and Pacific Coast Stock Exchange. 


Registrars: New York, City Bank Farmers Trust Company; Chicago, The First National Bank of Chicago. 





Transter Agent 


7 


New York, The Chase Manhattan Bank; Chicago, Continental Illinois National Bank and Trust Company of Chicago. 








Since new management took 
over nine years ago, sales have 
increased 167%, or about five 
times greater than the estimated 
growth of the rest of the indus- 
try. Due to aggressive promotion 
and advertising, Pepsi should 
continue its gradual growth. 


Royal Crown Cola Co. (formerly 
Nehi Corp.) makes and sells con- 
centrates of the basic flavors for 
its several beverages to exclu- 
sively franchised bottlers. Earn- 
ings for 1958 were unchanged 
from the $1.19 of 1957. 

In the past year, Royal Crown 
entered the Toledo and Detroit 
markets for the first time, and 
also introduced RC Cola and Nehi 
beverages in cans in the New 
York City market. 

W. H. Glenn, the company’s 
president, has predicted that 
“1959 will be the largest year in 
sales and profits in the company’s 
history.” Should this be realized, 
the 80¢ dividend may be supple- 
mented by a small stock dividend, 
as it was in 1957 END 





Companies Likely to Join the 
Stock Split Parade 





(Continued from page 137) 


Emerson is basically a manufac- 
turer of electric fans and small 
horsepower motors used princi- 
pally in household appliances, but 
in the last few years it has re- 
ceived a very large accretion of 
defense business, especially on the 
part of its Electronics and Avi- 
onics Division. Defense sales have 
not, however, become so large a 
tail as to wag the rest of the dog, 
and the company’s success seems 
more firmly based than that of 
some of the more spectacular 
government contractors. Emer- 
son has shown a rapid rise in 
earnings since 1954, and 1958 net 
income per share of $3.49 with- 
stood the recession by showing a 
narrow gain over that for the 
preceding year. The stock is 
priced at about 18 times earn- 
ings. 

In the railroad industry, Kan- 
sas City Southern also turned in a 
creditable performance last year 
by limiting its earnings decline 
narrowly to $8.63 from $9.29 the 
year before. This road enjoys the 
substantial advantages of an “air 
line” between its Kansas City 
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and Gulf terminals, a minimum 
of cash-draining passenger serv- 
ice, and a near-absence of branch 
lines. The territory served has 
been primarily agricultural in 
the past, but is now experiencing 
a rapidly growing industrializa- 
tion. The stock last split in 1953, 
when it was at just about its 
present level. The unpopularity 
of the railroads as investments 
seems much more than fully dis- 
counted by the low, 9.5 times 
price/earnings ratio, at which 
Kansas City Southern is current- 
ly available. 

Merck, a leading domestic man- 
ufacturer of ethical drugs, dem- 
onstrated its immunity from last 
year’s recession by reporting 
earnings of $2.53 per share vs. 
$2.20 for 1957> While the com- 
pany is very broadly diversified, 
vitamins, steroid hormones (used 
largely for the treatment of ar- 
thritis) and antibiotics account 
for over half of its sales. As is 
typical of the drug industry, op- 
erations are world-wide, and for- 
eign sales now contribute about 
of earnings. An investor 
participating in a company like 
this, with its limited yield, must 
subordinate current income to fu- 
ture earnings, but the stock has 
advanced substantially as have 
others leaders in its industry. 

Pennsalt (formerly Pennsyl- 
vania Salt Co.) was also among 
that select group of companies 
which reported earnings gains 
last year; in this case the in- 
crease was to $2.86 from $2.40 a 
share. The company is almost ex- 
clusively a manufacturer of in- 
dustrial chemicals for other in- 
dustries, such as chemicals, soaps, 
pharmaceuticals, paints, paper, 
metal refining, etc. This status, 
remote from the consumer, has 
kept Pennsalt from becoming fa- 
miliar to the investor, despite its 
age (founded in 1850) and favor- 
able record. Last year’s earnings 
gain was accomplished despite a 
narrow set-back in sales, but 
otherwise sales have increased 
almest uninterruptedly, from 
around $22 million as recently as 
1946 to $80 million at present. 
With a total balance sheet of only 
$85 million and only a million 
and a quarter shares outstand- 
ing, Pennsalt is still a modest op- 
eration compared with some of 
the giants in its industry, but by 
the same token it still has plenty 
of scope for future growth. 


25% 


Previously split 2-for-1 in 1949 
and in 1955, Caterpillar Tractor is 
again approaching the level where 
a split is indicated. This com- 
pany is by far the largest manu- 
facturer of crawler-type diesel 
tractors, used extensively in con- 
struction, mining, quarrying, 
road-building and numerous other 
activities. As a capital goods pro- 
ducer, Caterpillar is unavoidab y 
vulnerable to fluctuations in sales 
and earnings, but its record has 
been surprisingly steady, with a 
marked upward trend. The unex- 
pectedly rapid recovery from la:t 
year’s recession, and the resum))- 
tion of programs for the expar - 
sion of industrial capacity, cer- 
tainly indicate a reversal of last 
year’s earnings decline to $3.48 a 
share from $4.35 in 1957. This 
outlook has, however, been very 
fully recognized by the market 
price, and at a multiple of earr- 
ings pretty nearly twice the “‘no?- 
mal” level, caution in making new 
purchases is advised. 

In an era when stock buyers 
are clustering most eagerly about 
electronics and rocket fuel issues, 
food stocks may look like unex- 
citing wallflowers. Just the same, 
many of these, like the girls who 
do not make the beauty parade, 
have more enduring if less con- 
spicuous attractions. General Mills, 
for example, is still available at 
a price/earnings ratio only mod- 
erately enhanced over the aver- 
age relationship for the past de- 
cade. The company is, by a wide 
margin, the largest domestic flour 
miller, its product being delivered 
both in bulk to the baking trade 
and in packaged form through 
retail outlets. Most familiar to 
the housewife are its Gold Meda! 
and Betty Crocker brands. The 
American public has shown a dis- 
turbing Tendency to reduce its 
consumption of baked goods, but 
General Mills has, nevertheless, 
by diversification and the expan- 
sion of its market which the ris- 
ing population automatically cre- 
ates, shown a steady if unspec- 
tacular sales growth. Earnings 
in the twelve months ended last 
November (not the company’s 
fiscal year) also gained to $6.49 
from $5.50 in the preceding pe- 
riod. The issue looks distinctly 
attractive for investors seeking 
assured steady income rather 
than problematical spectacular 
profits. 

(Please turn to page 172) 
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W.R. Grace & Co. reported net earnings per share of $2.07 for 1958, compared 

i. to $3.31 for 1957. Lower profits from our operations in Latin America and from 

ae. Grace Line were partially offset by higher earnings of the Company’s growing 

on- chemical business. For the first time since the Company entered the chemical 

ills, industry in 1952, earnings from our chemical divisions amounted to more 
al than half of the total net profits. 

ad For 1959 the prospect for most of the Company’ 


de. States and in Latin America is more favorable than a year ago. Stronger demand 


s businesses in the United 


ide for the Company’s chemical products and the improved business climate both 
our in the United States and in Latin America indicate that Grace’s earnings 


rec should improve in 1959. 


ide 


igh . j ; é é : ; " : 
a For a detailed account of the Company’s operations in 1958, write today 


Results to date this year confirm this feeling of optimism. 


da! for your free copy of the new Annual Report. 
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yut Sales and Operating Revenues. 
Net Income After Taxes 


SS, ° ° Per Share of Common Stock . 
in- Highlights Cash flow per share. . . 


: 4 of the Year’s 





1958 1957 


pants aveonuede aouien $434,234,391 $459,727,553 
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7.51 8.29 
928,664 928,664 
9,692,815 10,540,586 
2.20 2.40 
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Operations \. *t Working Capital 
Current Ratio. . . . ; er 4 dd Ey es 
Net Fixed Assets........ 

Stockholders’ Equity per Common 1 Share . 
Number of Common Stockholders. ............... 
Number of Employees............ I eee 


Year Ended 
December 31, 1958 
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Preferred Dividends Paid. Sears Cos ea. See. 
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7 Hanover Square, New 


$130,295, 418 
2.7 to l 


_. $221,931.925 


$ 47.44 
28,052 
38,400 


York 5 


OCEAN TRANSPORTATION 


$120,631, 720 
2.5 to 1 
$207,546, 424 
$ 47.70 
24,539 
42,100 





The proud possessor of a divi- 
dend record unbroken since 1885, 
Sherwin Williams, is the country’s 
leading manufacturer of paints 


and varnishes, accounting for 
perhaps 18% of total industry 
sales. The company has been, 
perhaps, too conservative; it is 
among that small minority which 
still issues only a few austere fi- 
nancial accounts as its annual 
report, and it releases no interim 
statements at all. Growth has 
been steady rather than spectac- 
ular, but since the depression 
years there has been hardly a 
serious interruption to the up- 
ward trend in sales and earnings. 
Even the earnings of $11.48 per 
share for fiscal 1958 showed a 
slim gain of 10¢ over those for the 
preceding period. The stock last 
split in 1947 at a price of around 
140. Sherwin has eschewed the 
merger path, and is not the stock 
for investors looking for excite- 
ment, but may be counted upon 
to extend its favorable record. As 
a word of caution, however, its 
stock has already shown rapid 
appreciation during 1958-59 and 
is now selling at nearly double 
its former normal price/earnings 
multiple. 

The unyielding opposition of 
Uncle Sam recently forced 
Youngstown Sheet & Tube, after a 
long engagement, to call off its 
proposed union with Bethlehem 
Steel, but Youngstown is still the 
sixth largest domestic steel pro- 
ducer in its own right. The com- 
pany is fairly well integrated, 
controlling iron ore sources and 
coal mines, although it lacks the 
transportation system of the Big 
Two in steel. With its output con- 
centrated, as its name suggests, 
in the heavier items, Youngstown 
has also been a little more erratic 
than the more diversified steel 
companies. The merger with 
Bethlehem was designed to cor- 
rect these deficiencies; now it 
remains to be seen what steps 
the Youngstown management 
will take independentiy to modify 
its operations. It seems possible 
that the company may be able to 
gain on the rest of the industry. 
While earnings fell off sharply 
last year to $6.23 per share from 
$12.35 in 1957, they have other- 
wise been reasonably stable — 
considering the characteristics of 
the industry since World War II, 
and upon a normal earnings basis 
the price multiple would be re- 


172 


duced to a reasonable figure. 

It should be emphasized again 
that while the anticipation of a 
split normally gives some advan- 
tage in terms of interim market 
performance, only a company’s 
basic and continuing prosperity 
can justify the split and make its 
stock a desirable long-range in- 
vestment. In the foregoing dis- 
cussion of ten companies likely 
to effect early splits, we have at- 
tempted to look beyond the mere- 
ly technical operation to the fac- 
tors that will influence future 
earning power. Most of these 
companies look relatively attrac- 


tive in the current market. The . 


current market, however, is his- 
torically high and experience sug~ 
gests that some opportunity to 
purchase stocks at lower price/_ 


earnings ratios is likely to be of- \ 
END / 


fered in the future. 





Definite Improvement In The 
Machinery And Machine Tool 
Industry 





(Continued from page 155) 


orders for both these lines were 
exceeding shipments in the first 
quarter of 1959, which promises 
improved sales for the coming 
year. However, because of the 
uncertainty as to the extent of 
improvement and the response of 
margins at these lower levels of 
sales an earnings estimate would 
be unrealistic. A return to prof- 
itable operation is anticipated in 
1959. 

Approximately half of Clark 
Equipment’s volume is derived 
from the company’s line of fork 
left trucks, towing tractors and 
straddle carriers. This Industrial 
Truck Division provides the com- 
pany with the materials handling 
equipment industry leadership. 
The remaining sales are almost 
equally divided between  con- 
struction machinery and heavy 
automotive components. The ad- 
dition of Brown Trailers in 1958, 
an over-the-road truck trailer 
producer, gives the company a 
stake in the fast growing truck- 
ing industry. The Brown Trailer 
Division and the Industrial Truck 
Division are the two most pro- 
mising areas of growth, and in 
the immediate years ahead should 
provide favorable gains in vol- 
ume and earnings. Earnings per 
share should recover in 1959 
from the $2.70 earned in 1958. 


Ingersoll-Rand provides capita! 





goods on a world-wide basis to ff 


the utilities, chemical, petroleum 
heavy construction and shipbuilc- 
ing industries. Because manage- 
ment has been reluctant to dis- 
cuss company affairs little is 
known of operations. The record, 
however, speaks for itself. Sales 
have grown well in the postwar 
period and profit margins hav2 
been maintained at high levels. 
Earnings have more than double1 
in the last ten years, (ignorinz 
the recession year 1958), follow- 
ing the lead set by sales. Normal 
growth seems to be about 6°¢ 

per year excluding unusual peaks, 
and should be resumed in 195°. 
There is no debt and only a 
small amount of preferred ahead 
of the six million common shares. 
Dividends have been liberal anid 
averaged 67% of available earn- 
ings in the last ten years. How- 
ever, price of the stock has con- 
siderably discounted the outlook. 

Link-Belt has two basic produc 
lines, mechanical power transmis- 
sion machinery and material: 
handling machinery, including: 
power shovels and cranes. The 
first category includes chai 
drives, bearings, gears, pulleys 
and the like. Material handling 
equipment is mainly the type 
which conveys materials and doe: 
a limited amount of processing 
such as sorting and sizing. Engi- 
neering services are also an im- 
portrant part of the company’s 
business. The labor saving na- 
ture of much of the company’s 
products appears to insure 
growth, what with the ever rising 
cost of labor. Over the near term 
a return to $5.00 to $6.00 per 
share is anticipated. 

Worthington Corporation is large- 
ly a custom manufacturer of a 
wide variety of equipment for 
air-conditioning, heating, refrig- 
eration and steam power com- 
ponents. The company serves a 
representative cross section of 
the economy which gives it a 
good degree of stability. Only 
one market accounts for as much 
as 20% of sales, and all are basic 
industries. Exports account for 
about 15% of volume. Strong 
postwar growth has been de- 
monstrated but with interrup- 
tions coinciding with the three 
recessions since the end of the 
war. Gross margins have been 
relatively stable and were mov- 
ing up until 1958 when volume 
was off slightly from the year 
before. This is one of the quality 
issues of the heavy goods indus- 
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What’s happening at BLAW-KNOX? 


Blaw-Knox is where new and important things happen. 
You’ll find Blaw-Knox developing advanced machines and 
equipment to track and guide moon-missiles, to roll alumi- 
num thinner than newsprint, to pave superhighways in 
record time. 

You’ll find Blaw-Knox leading in the design and construc- 
tion of complex chemical plants for making rocket fuels. And 


throughout industry, you’ll find Blaw-Knox machines and 
equipment leading the way to faster, more economical, in- 
dustrial production. 

For Blaw-Knox, with 10,000 employees and 17 plants, is 
the company with the men and machines to help industry 
push ahead. Get complete details by writing for a copy of 
“This is Blaw-Knox.’’ 











ENGINEERING AND CONSTRUCTION: Design, 
engineering, and construction of processing plants 
for the chemical, petrochemical, petroleum re- 
fining, and related industries; power piping, and 
metal grating and treads. 


oh 
Qa Sere 
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PUBLIC WORKS: Machinery and equipment for 
concrete and black top paving of highways, air- 
ports, and roads; steel forms for shaping con- 
crete dams, tunnels, bridges, aqueducts flood- 
walls, and roads. 


METAL PRODUCING: Recent addition of Aetna-Standard Division broadens the scope of facilities, products, 
and services offered by Blaw-Knox. Complete primary and finishing rolling mills and auxiliary equipment; 
sheet and strip finishing equipment; electrolytic and hot dipped tinning lines; seamless pipe and tube mills; 
continuous butt weld pipe mills; drawbenches and cold draw equipment; cold finishing equipment; iron, alloy 
iron, and steel rolls; carbon and alloy steel castings; heat and corrosion resisting alloy castings; steel 


plant equipment. 


PROCESS INDUSTRIES: Machines and equip- 
ment for processing food, dairy, pharmaceutical, 
and industrial chemical products; complete labo- 
ratory facilities for pilot and process develop- 
ment work. 


POWER AND COMMUNICATIONS: Electric power 
and Microwave transmission towers, radio and 
TV Antenna towers, radio telescopes, missile and 
satellite tracking antennas, tropospheric scatter 
and microwave antennas, boiler cleaning and 
control equipment. 


BLAW-KNOX COMPANY 


Blaw-Knox Building, 300 Sixth Avenue, Pittsburgh 22, Pa. 








try and favorable trends, both 
near term and long term, are 
expected. With a moderate gain 
in volume profit margins should 
improve sufficiently to bring 
down about $5.50 per share in 
1959. 

Black and Decker Manufacturing 
Company could be one of the few 
machine tool producers which 
will enjoy an immediate increase 
in sales and earnings. This is 
because the company accounts 
for one-quarter of the portable 
electric tools sold in the U. S. 
These items are used mainly in 
maintenance and construction 
and home repair and utility, all 
areas which are likely to have 
increasing activity in the coming 
months. The hardware division 
accounts for almost one half of 
sales and it is this division which 
will reap the benefits of the grow- 
ing home repair work and do-it- 
yourself trends. The foreign mar- 
kets are important, contributing 
about one-quarter of total sales. 
Recovery in 1959 should be well 
above the $3.16 per share earn- 
ings of 1958, but probably short 
of the better than $5.00 earnings 
reported in 1956 and 1957. 

Chicago Pneumatic Tool is a 
major producer of pneumatic and 
electrical industrial machinery 


tools. Diesel engines and portable 
and stationary compressors also 
contribute to sales, followed by 
screws, pins, plugs and similar 
items. An important degree of 
stability is provided for opera- 
tions by replacement and repair 
business which acounts for about 
40% of total volume. Foreign 
sales are about 20%. of total busi- 
ness. The largest customers are 
the aircraft, automobile, con- 
struction, machinery, oil, rail- 
road, steel, electronic, and chem- 
ical industries. Under normal 
economic conditions the wide 
range of customers plus the bal- 
ance between original equipment 
and replacement business pro- 
vides a firm base for operations. 
Growth in the postwar period 
has been erratic but favorable 
and the down turn in 1958 could 
be temporary, for increasing vol- 
ume and wider profit margins are 
indicated in 1959, pointing to 
earnings above $2.00 per share. 

Cincinnati Milling Machine is the 
largest domestic manufacturer of 
machine tools. The chief outlets 
for these products.is in the auto- 
motive, electrical machinery, and 
fabricated metals industries, and 
general machine shops. The 
slump in machine tool business 
has severely curtailed operations. 











QUARTERLY DIVIDEND 
A quarterly dividend of 50c per share 


R. J. REYNOLDS fas 
TOBACCO ‘ 
COMPANY 





has been declared on the Common 
Stock, par value $5, of the Company, 


May 15, 1959. 


W. J. CONRAD, 


Winston-Salem, N. C. 
April 10, 1959 
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Makers of 
CAMEL, WINSTON, 
SALEM AND CAVALIER 
cigarettes 


PRINCE ALBERT 
GEORGE WASHINGTON 

CARTER HALL 

smoking tobacco 


Secretary 





Sales in 1958 were off nearly 
30% and net income 62%. With 
the end of the recession, how- 
ever, orders for machine tools 
have showed signs of picking up 
and the outlook is better for the 
first time in two years. In addi- 
tion there is a considerable num- 
ber of tools, perhaps 50% to 60% 
of those in use that are ten years 
old or older and are considered 
obsolete. But because of a long 
lead time between orders anc 
delivery sales volume and earn- 
ings recovery will not be in evi- 
dence before late 1959 at the 
earliest. 


Ex-Cell-O Corporation offers « 
wide range of products includin; 
precision parts, machinery and 
machine tools. The principa 
source of revenues is the produc- 
tion of blades, wheels, rotors anc 
fuel injection equipment, all to 
precise standards and largely for 
military aircraft. Next in import 
ance to volume, but probably) 
more important to income, is the 
Pure-Pak dairy equipment. Thes« 
machines, which coat, form, fil 
and seal milk cartons, provide 
stable and profitable rental in- 
come and have favorable growtl 
potentials. A line of precisio 
grinding and boring machine 
tools and accessories rounds out 
the product mix. Volume fron 
this line is depressed now, but it 
normally accounts for twice its 
current contribution. Typically 
half of sales are generated by the 
precision parts division, with 
machine tools and dairy equip- 
ment 25% to 30% each and ex- 
pendable tools 5% to 10%. Near 
term prospects are clouded by 
shifting defense emphasis from 
aircraft to missile but the com- 
pany is expected to adjust to 
these conditions and continue to 
capitalize on its precision produc- 
tion know how. Only a moderate 
gain in per share earnings from 
1958’s $2.91 is indicated for 1959. 


Mesta Machine Company is one 
of the two leading producers of 
heavy steel mill equipment and 
machinery. Record earnings of 
$6.81 per share in 1958 should 
at best be matched in 1959. Con- 
tinued modernization and expan- 
sion of steel finishing facilities 
and further growth of exports is 
indicated to support earnings at 
current levels. Besides the steel 
industry large machinery and 
metal working concerns, arsenals, 
and general industry are also im- 
portant sources of business. END 
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Opportunities in the Great 
Lakes and St. Lawrence 
Seaway Regions 





(Continued from page 141) 


shipped by this route overseas. 
\s in the case of imports, the 
‘alue of the exports would be 
ubstantially increased if other 
ommodities, often interpreted as 
‘hemicals, were included. It is 
vorth noting here the experience 
f one of the great chemical com- 
yanies of this country. The Dow 
Chemical Company of Midland, 
Michigan, reports that on ship- 
nents to Rotterdam—from Mid- 
and to Detroit and then all water 
ubroad—the average saving per 
ton as compared with shipping 
by rail to New York and then 
water, is $25; to London it is $23, 
and to Genoa $8.50. 

If such economies be combined 
with those resulting from im- 
proved port facilities, larger ves- 
sels, and transportation charges 
lower than those current, the 
prospect for additional business 
appears to be bright. In other 
words, once again, the competi- 
tive position of the manufacturer 
is advanced and continued growth 
seems assured. 


“\Inlandia” the New Industrial 
Center 


In anticipation of the Seaway, 
a kind of Industrial Park has 
been proposed for northwestern 
Ohio, to be named “Inlandia.” 
This is a tract of about 1200 
acres near Bellafontaine, to be 
offered for use by a variety of 
industries. Its sponsors are hope- 
ful that a permit will be granted 
by the U. S. Department of Com- 
merce permitting them to incor- 
porate Free Zone privileges. We 
note this program, not as a recom- 
mendation but rather to point out 
another action indicative of the 
faith of some businessmen in the 
benefits which the Seaway may 
bring to the Great Lakes Region. 


The Dynamic Ohio River Valley 


Forming a part of the southern 
limit of the Great Lakes Region 
is the Ohio River Valley. This 
valley is experiencing an era of 
unprecedented industrial expan- 
sion which conceivably may be 
augmented by the potentialities 
of the Great Lakes - St. Law- 
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Report from 


THE CENTER OF 
INDUSTRIAL AMERICA 





Here are highlights from the 1958 annual report of Ohio Edison 


Company and its subsidiary, 
consolidated basis: 


Earnings per Common Share ..... .- $ 
Operating Revenue . $ 
Kilowatt-Hours of E hentechales Sold 

Electric Customers Served . 


Operating Expenses $ 
Provision for Taxes. . . i at, 
Net Income, after a Divide wile — 
Expenditures for Property Additions and ‘ 

Improvements... 0. 12s see te st S 


New Generating Capacity Added (kilowatts) 


Pennsylvania Power Company, 


on a 


71,912,000 
35,162,000 
22,967,000 


67,677,931 
90,000 


Ohio Edison and Pennsylvania Power with 12 other companies are 


members of the East Central Nuclear Group, Inc., 


(ECNG), which 


is engaged in a program of atomic research and development. En- 


gineering studies and experimental investigation have been under way 
since March, 1958. A contract was entered into in February, 1959 
between the Atomic Energy Commission and ECNG and the two 


Florida companies comprising the Florida West Coast Nuclear Group 


(FWCNG). 


The contract provides for research and development on 


a partnership basis with AEC, and the construction and operation by 
the Florida companies for a minimum of five years of a 50,000-kilowatt 
(electric) prototype of a 200,000-kilowatt reactor plant. The prototype 


is expected to be completed in 1963. 


For a copy of the annual report write 
L. I. Wells, Secretary of the Company. 


Ohio Edison Co. 


General Offices « Akron 8, Ohio 
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rence Seaway. All manner of 
manufacturing plants, with a pre- 
ponderance thus far of steel, che- 
mical and power, especially ato- 
mic power, are arising in this 
“American Ruhr.” In addition to 
these industries, are plastics and 
electro-metallurgical plants. Cur- 
rently, most of the materials used 
by these establishments as well as 
those manufactured by them, are 
hauled by rail and motor truck. 
Also, the Ohio-Mississippi Water- 
way connecting with the Gulf of 
Mexico is used for moving some 
imports and exports. 

It is conceivable that as the 
Seaway develops efficiency, a por- 
tion of the import and export 
activity will find its way through 
Great Lakes Ports. Considerable 
quantities of coal now move that 
way. If our forecast be realized, 
land transportation facilities be- 
tween the Ohio River and the 
Lakes will benefit. 

Chicago now views its navi- 
gable waterway connection with 
the Mississippi River as one of 
its outstanding assets in its bid 
for the handling of import and 
export traffic for a part of its 
hinterland population. There is 
no reason why centers in the Ohio 
Valley may not look to the Sea- 
way as an aid to them. All of this 
implies the stimulation of busi- 
ness, and for those firms that will 
be able to take advantage of these 
various effective ways of produc- 
ing and trading, the future would 
seem to be auspicious. 


New Opportunities For the Alert 


In addition to the three great 
classes of commodities considered 
thus far, there is a long list of 
miscellaneous items which deserve 
favorable consideration (Table 
2). Space, however, does not al- 
low treating each one in detail. 
The principles already set forth 
are generally applicable in each 
instance. Most fields of produc- 
tion depend in a sense upon what 
is happening in other fields. If 
this be true, then by observing 
what the trend of events is in 
some industries, one may be able 
to capitalize upon dependent ac- 
tivities. 


The Young Man With Practical 
Imagination 


A young man, enthused by the 
forthcoming opening of the Sea- 
way and observing early reac- 
tions to this event in the steel, 
chemical and other industries, 
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thought he saw an opportunity 
for the sale of laboratory glass- 
beakers, test tubes, funnels, more 
elaborate pieces of glass equip- 
ment, and for certain types of 
instruments. The. growth of in- 
dustries and of educational in- 
stitutions which engage in scienti- 
fic research convinced him of a 
developing market. Investigation 
gave him encouragement. He left 
the employment he had and 
launched an importing organiza- 
tion. The same physical facilities 
and monetary savings are avail- 
able to him as to those whom he 
sells, and in addition he enjoys 
the benefits arising from the pro- 
gress of his industrial customers. 
Although still in its swaddling 
clothes this man’s venture seems 
headed for a lively growth. 


The Thoughtful Merchant 


An importer of wines who has 
been utilizing the Seaway for 
some time finds satisfaction in 
the prospect of improved facili- 
ties. He points out that he and 
others in the business, can bring 
wines into Great Lakes Ports via 
all water at no greater cost than 
if the wines were landed in New 
York. Accordingly, he saves the 
cost of inland transportation 
from New York. He finds also, 
that he can escape the payment of 
commission fees to New York 
agents and also warehouse 
charges there. All of this adds up 
to a profit, or in his words, “a 
profit increased from a nominal 
figure to something worthwhile.” 


A Harvest for the Realtor 


The realty field appears to be 
worth careful examination by 
those temperamentally inclined 
toward this realm. Railroads 
which generally have approved 
the Seaway, now apparently hav- 
ing decided it would be well for 
them to go along with the new 
situation, have been investing in 
property. Sometime ago the Penn- 
sylvania Railroad purchased the 
property of the Calumet Harber 
Terminal in the Chicago region 
and has recently announced its 
intention to enlarge this terminal. 
Other railroads give evidence of 
increasing their real property 
holdings. The Cleveland Electric 
Illuminating Company, holder of 
extensive Lake Erie frontage and 
other tributary land, has found 
private capital is interested in ac- 
quiring some of its lands as po- 


tential industrial sites. In just 
about all of the Great Lakes ports 
or in their vicinity, good opportu- 
nities for investment in land are 
available for the man who in- 
vestigates carefully. 


Stimulate Transportation 


A successful motor truck com- 
pany with headquarters located 
about 150 miles from the Lakes, 
recently expanded its facilities in 
anticipation of increased traffic 
between the ports and the in- 
terior. It notes not only the pros- 
pect of hauling goods to and from 
the ports, but believes the ac- 
celeration of international trade 
will stimulate domestic trade with 
a consequent further requirement 
for trucking facilities. The mo- 
mentum acquired by business en- 
gaged in either exporting or im- 
porting, or both, more than likely 
will generate more sales pressure 
in the domestic market. In turn, 
firms whose business is confined 
to the domestic field, may well 
react to this new impetus and 
enjoy increased sales. 


Growth in General Economic 
Activity 

Just as the trucking firm 
senses the prospect of a general 
upsurge in business throughout 
the region, so other firms have a 
similar vision with reference to 
themselves. They are impressed 
by the interdependence of econo- 
mic activity, as previously noted. 
Machine tool manufacturers, pro- 
ducers of transportation equip- 
ment, and of foodstuffs depend 
for their sales upon other indus- 
tries. The automotive field for ex- 
ample, constitutes an outlet for 
paints, glass, tires, textiles, and 
many other materials. Even with 
automation, there is certain to be 
a demand in various quarters for 
more man-power. More popula- 
tion means more housing, more 
clothing, and more of other re- 
quirements of the individual or 
the family. Thus increased de- 
mand for all manner of commodi- 
ties as an indirect consequence of 
the Seaway influence can make 
the organizations which produce 
the goods, desirable fields for in- 
vestment consideration. 


And Farming Too 


This analysis of Seaway stimuli 
to investment opportunities would 
be incomplete without at least 
brief reference to farming. With 
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a probable saving of five to 
eight cents or possibly more, per 
bushel on export grains, the 
world market should be consider- 
ibly enlarged. Lake ports such as 
Toledo and Chicago are already 
improving their grain elevator 
facilities. It is reported that se- 
veral ships have been chartered 
‘specially to transport grain this 
year between the Great Lakes 
ind the United Kingdom. In- 
sreased sales by the farmer means 
iis purchases of farm machinery 
ind other industrial equipment, 
10usehold furniture and utensils, 
and even foodstuffs, will be en- 
larged. As this market grows, 
the investor in a supply company 
can look forward to better re- 
turns. 


The Obstacles 


All that we have stated is con- 
tingent upon a period of peace 
and avoidance of a general eco- 
nomic depression. Perhaps it is 
not necessary to record this quali- 
fication. Of course, if the Con- 
gress were to declare for higher 
tariffs or restrictive quotas, ex- 
cessive tolls, or other such ac- 
tions which could stifle interna- 
tional trade, the advantages of 
the Seaway could be wiped out 
over night. In any event, the 
investor will be well advised to 
make a careful analysis of the 
relation of the prevailing eco- 
nomic atmosphere, to each spec- 
ific situation in which he might 
become interested. 

Among some men immediately 
associated with port development 
and shipping on the Great Lakes 
- St. Lawrence Seaway, there is 
apprehension that an unfavorable 
rate structure, both on the Sea- 
way and in its tributary area, can 
come to pass to offset an other- 
wise promising situation. Trans- 
portation rates, in all of their 
aspects, must not only not be 
prohibitive but they must be suf- 
ficiently low and dependable to 
encourage shippers in the respec- 
tive port hinterlands to utilize 
the ports. Ships must have cargo. 
If the rates, in themselves, do not 
offer advantages over Atlantic 
and Gulf ports, then the lake 
ports must yield some other 
quality, such as exceptional 
freight handling facilities which, 
together with moderate rates, at 
least, will place them in a good 
competitive position. Given a 
satisfactory rate structure, the 
service potentialities of the Sea- 
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way can be realized by the entire 
region. In this atmosphere the 
growth of business and its con- 
comitant investment opportuni- 
ties should be stimulated. Al- 
though we note a hazard in the 
establishment of an appropriate 
rate structure as a current un- 
certainty we can not conceive 
that intelligent leaders will de- 
liberately impose adverse rates, 
or for that matter, do anything 
else to impair an effective eco- 
nomic utilization of this magni- 
ficent waterway improvement. 
While it would be folly to un- 
derrate the great contribution 
which the Seaway can bring to 
business in the Great Lakes 
Region, it would be equally un- 
wise to assume that investors 
will be automatically assured of 
unprecedented profits. Cautious 
action, as always, will continue 
to be rewarding. END 
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Outlook for Non-Ferrous Metals 
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advance. Over the longer term 
the prospect is better. Predic- 
tions for the year as a whole in- 
dicate an upturn in consumption, 
especially in the battery industry 
where a gain is indicated. The 
Business and Defense Service Ad- 
ministration forecasts 1959 lead 
consumption at about 5 per cent 
over 1958. but still 12 per cent 
below 1957. 


Zine Struggles 


The situation for zinc appears 
better than for its sister metal. 
Zine producers made a deter- 
mined effort to cut production in 
1958 and were markedly success- 
ful. At the end of 1958 zine stocks 
had been redneed to the level of 
only two months supply. Under 
the quota established by the 
President, estimated domestic 
mine output would have to be 
increased at least 40,000 tons a 
year to balance the loss of im- 
ports — under the quota — and 
still maintain sufficient supplies 
for industry. While there can be 
no quarrel with this arithmetic it 
simply hasn’t worked out thus 
far so as to provide a higher do- 
mestic price for the producers. 
The sad fact is that at the end 
of the first quarter the metal was 
selling 1% cent lower than on 


January 1. 

Commenting on the quota sys- 
tem, a New Jersey Zinc executive 
said that while the system has 
contributed to some stability, it 
has not been in effect long enough 
to demonstrate its worth to bring 
about reasonable economic condi- 
tions for the domestic zinc mines. 
Quota restrictions do not apply 
to imports of fabricated products, 
and such imports continue to 
threaten the markets here to the 
detriment of U.S. producers. Zine 
prices in London are about 2 
cents below the New York level, 
which permits foreign fabricators 
to ship here at a profit and still 
pay the tariff. 

This is undoubtedly true, but 
in itself would not explain the 
decline in demand and _ price 
weakness since the first of the 
year. The real trouble appears to 
be the distressingly low level of 
sales to the diecasting industry, 
next to galvanizing, zine’s larg- 
est sales outlet. Hopes were high 
that Detroit would call for an in- 
creasing tonnage as auto output 
increased. This did not happen 
in the first quarter. Fortunately 
demand for zine from the gal- 
vanizers was extraordinarily 
strong, and more recently the 
brass fabricators have had better 
business. In consequence, zinc 
sales, except for Special High 
Grade used by the diecasters, 
have been quite steady, but not 
booming. 

Zine is generally preferred by 
diecasters to aluminum, but the 
margin is narrow over the lighter 
metal. On a volume basis, alumi- 
num costs substantially less than 
zine in spite of its higher price 
and any advance in zine might 
find it being priced out of the 
market. 

Recently Senators from the 
mining states have introduced a 
bill to bring zine and lead im- 
ports under a more stringent 
system aimed at supporting zinc 
at 1314 cents and lead at 1514 
cents. This would be done by em- 
powering the Government to reg- 
ulate imports at levels necessary 
to maintain these prices. In ef- 
fect, it would reduce imports an- 
other 20 per cent. Undoubtediy 
such a bill would have hard sled- 
ding to win approval and meet 
the most violent political brick- 
bats from both sides of the 
border. 

(Please turn to page 178) 
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Improved Price Foressen 


Taking the longer term view, 
there is no cause for pessimism 
for zinc, either on price or con- 
sumption. Even for the short 
term, that is within the current 
year, a survey of both consumers 
and sellers indicates they expect 
a higher price than 11 cents a 
pound will prevail. An average 
price of about 1214 cents was 
named for 1959, or about 15 per 
cent higher than the present 
market, and this without any 
change in present tariff or quotas. 
This would mean no bonanza 
earnings for domestic zinc pro- 
ducers, but for the majority of 
the mines, better profits than in 
1958. 

There is an old rule of thumb 
in the non-ferrous trade circles, 
that the combined price of lead 
and zine per pound should equal 
that of copper. It’s been histori- 
cally true over the years, but not 
necessarily for any particular 
year. Obviously, with 31-32 cent 
copper, the lead and zinc prices 
are much too low, or copper is 
too high. 


Happy Days Gone For Aluminum 


Until late in 1957 the alumi- 
num industry was  pleasurably 
free from the worries that beset 
other non-ferrous metal produc- 
ers, of over capacity, ruthless 
competition within the industry, 
and fluctuating prices. Demand 
had increased regularly, the me- 
tal was in short supply, and 
prices could be advanced to com- 
pensate for higher costs, without 
overmuch protest from consum- 
ers. Then the skies darkened and 
aluminum producers’ suddenly 
realized they were about to be 
confronted with some of the 
problems that periodically had 
irked copper, lead, and zinc men. 

Early in 1958 the facts were 
all too plain. Aluminum capacity 
had expanded too fast. Not only 
were present production facili- 
ties sufficient to take care of nor- 
mal demand, but new pot lines 
were scheduled to come on 
stream. Production costs were 
rising. Last April, Russia plunged 
tie market into turmoil by of- 
fering aluminum in Europe and 
in the United Kingdom at prices 
less than Canadian metal. This 
set off a chain reaction that ex- 
tended into this country, and for 
the first time in a decade, the 
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price of aluminum pig and ingot 
was reduced; by 2 cents a pound. 

It then became apparent that 
the long-continued increase in de- 
mand for the light metal had be- 
gun to flatten out after a pro- 
longed upward trend line. The all- 
time record was made in 1956, 
with 1,678,900 tons of primary 
production. In 1958 domestic pro- 
duction had fallen to 1,550,000 
tons. But total U.S. primary pro- 
duction capacity at the end of the 
year was 2,200,000 tons. Hence. 
production in unlamented 1958 
was only a little more than 70 per 
cent of installed capacity. 

Primary production by no 
means represented the total U.S. 
supplies. There was in addition 
about 380,000 tons of secondary 
aluminum, and about 220,000 
tons imported, which brought to- 
tal supplies in 1958 to approx- 
imately 2,150,000 tons. As ship- 
ments of pig, ingot, and mill pro- 
ducts came to 1,750,000 tons, 
there was evidently about 400,000 
tons excess supplies that were 
either with the producers or con- 
signed to the stockpile. 


Better Prospects For 1959 


Admittedly 1958 was a poor 
year from which to draw an in- 
ference for the aluminum indus- 
try. Prospects for 1959 are much 
improved. For the first two 
months of this year primary pro- 
duction had increased 14 per cent 
over the same period of 1958, 
and it appears probable that the 
first quarter of the year may set 
a new high record of about 455,- 
000 tons. This would indicate to- 
tal production in 1959 of about 
1,900,000 tons, or some 12 per 
cent more than in 1958. 

If this record were achieved, 
which of course presumes no 
work stoppage next August when 
wage contracts are to be nego- 
tiated, it would represent about 
85 per cent of 1958 capacity, or 
more realistically, only 73 per 
cent of 1959-60 capacity when 
planned new facilities are com- 
pleted. The conclusion readily 
follows that a shortage of alumi- 
num is not in sight, neither this 
year nor the next. Of this fact 
aluminum consumers are fully 
aware and they appear in no 
rush to stock up metal against 
a strike. This is in sharp contrast 
with the present attitude of steel 
and copper users. 
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Virtue From Necessity 


Instead of being dismayed by 
the prospect of over capacity of 
the industry, aluminum produc- 
ers are making a virtue out of 
necessity and declare that over- 
capacity gives assurance to users 
of uninterrupted supplies and op- 
portunity definitely to cultivate 
mass markets. The industry has 
won a deserved reputation for 
aggressive and successful devel- 
opment of new markets and looks 
forward with the utmost confi- 
dence to invading such promising 
fields as automotive and construc- 
tion on a much more ambitious 
scale than yet attempted. For 
example, the use of aluminum 
for construction purposes has in- 
creased to nearly one-fourth of 
total output, and the use of hot 
metal sent directly to the foun- 
dry, as proposed by Reynolds for 
Chevrolet’s new plant at Mas- 
sena, may prove the _ break- 
through that might increase 
enormously the tonnage of alu- 
minum that could go to the auto 
makers. 


Alcan Is Conservative 


This is the cheerful side of the 
picture. Something more dour is 
voiced by an Alcan officia!. who 
says that the aluminum industry 
must look forward to a condition 
of over supply for the next few 
years until a further rise in de- 
mand restores the balance. He 
points out that while the industry 
as a whole completed new capac- 
ity, consumption remained al- 
most constant, with a significant 
portion of world capacity still 
idle. It is also true that produc- 
ers have pledged themselves to 
maintain an unchanged price 
through June 30, although this 
price is regarded as unsatisfac- 
tory and by comparison with a 
year ago, is about 8 per cent 
lower at the present time. Whe- 
ther the price can be advanced 
in the second half of the year, if 
wages are raised under a new 
contract, is a moot question. 
Even at this time the industry 
is experiencing considerable 
trouble from imports of fabri- 
cated products, manufactured 
abroad from cheaper metal and 
substantially lower wage costs, 
that can be brought into this 
country profitably over the exist- 
ing tariff. Such competition could 
act as a barrier on price in- 
creases. 
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Less Danger From Russian Dumping 


However, there seems to be less 

reason to fear further dumping 
of Russian aluminum on world 
markets. Under a so-called “gen- 
tleman’s agreement”, Soviet ship- 
ments are to be held to only 15,- 
000 tons, and during the last five 
months, imports from the Soviet 
zone have shrunk to even less 
than this. On the other hand, un- 
der Khrushchev’s “Seven Year 
Plan”, the U.S.S.R. has set a goal 
of 3.5 million tons of aluminum 
by 1965 which would be far more 
than capacity of either U.S. or 
‘anada. Other huge projects are 
hose in Africa with French 
ind British capital. The old su- 
yremacy of the U.S. and Canada 
n world output is rapidly nar- 
‘owing — now only 56 per cent, 
1s compared with 70 per cent 
welve years ago. 

The prospect for better earn- 
ings for the aluminum producers 
in 1959 is good, but it appears 
unlikely that they will justify the 
present extraordinarily high 
price-earnings. Or in other 
words, present prices appear 
amply to discount such projected 
improvement. Over the longer 
term the situation is different, 
and the patient investor may find 
present prices rewarding. 

Among the major producers, 
Aluminium Ltd. — better known as 
Alcan — makes no bones that the 
immediate outlook is unfavorable. 
A company official is quoted as 
saying that the current quarter 
is the worst in seven years. Prof- 
its in 1958 were 74 cents a share, 
compared with $1.37 in 1957. 
Aluminum Co. (Alcoa) operated at 
about 75 per cent of capacity in 
the first quarter, but indicated it 
would reopen additional potlines 
because of rising demand for me- 
tal. Kaiser operated at 80 per cent 
of capacity, and aggressive Rey- 
nolds at 88 per cent. Ormet Corp., 
subsidiary of Olin Mathieson, 
was at 100 per cent, but doubts if 
present prices for aluminum are 
high enough to make operations 
profitable. 

One thing is pretty positive — 
the lush days of a seller’s mark- 
et are over for the aluminum in- 
dustry. Competition between the 
producers, here and abroad, is 
certain to become increasingly 
keen. But more than ever. the 
slogan of the industrv — plenty 
of metal and plenty of confidence 
— will push aluminum sales to 
new heights. END 
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Hong Kong... 





(Continued from page 147) 


As Hong Kong’s position as 
entrepot for trade with China de- 
clined, the Colony switched its 
economic emphasis to manufac- 
turing. 

In 1947 there were 1,050 regis- 
tered “industrial undertakings” 
in Hong Kong, employing 64,000 
workers. By 1952 there were 
2,088, employing 98,126. Today 
there are about 5,000 such “in- 
dustrial undertakings” with 
more than 180,000 workers. And 
these figures do not include small 
cottage-type handicraft indus- 
tries or the under-employed in 
the industrial fringe. 

Hong Kong’s industrialization 
has been reflected graphically in 
export statistics. Ten years ago 
the Colony’s exports of locally- 
made goods amounted to only 10 
per cent of total exports. Last 
year they made up 40 per cent of 
the total. 


Korean Setback 


But Hong Kong had its anx- 
ious times in the early 1950’s. 
The cumulative effects of Hong 
Kong’s own controls on trade 
with Communist China and 
North Korea, plus what the 
Hong Kong government de- 
scribed as the “ruthless applica- 
tion of the American embargo”, 
led to severe unemployment and 
a drop in import-export figures. 

Trade with the United States, 
which had been 16.3 per cent of 
the total in 1947, dropped to 4.3 
per cent in 1953. 

The Chinese Communist gov- 
ernment began to exercise rigid 
controls over trade, making bulk 
deals with foreign governments 
and by-passing Hong Kong and 
its port and warehousing facili- 
ties. Exports to China, which in 
1938 had represented 45 per cent 
of Hong Kong’s total exports, 
and which in 1948 still represent- 
ed 18 per cent, dropped to four 
per cent in 1956. 


However, the United States 
eased the situation by removing 
Hong Kong itself from the total 
embargo and the American Fore- 
ign Assets Control Regulations 
put into effect in 1952 proved to 


be, in the final analysis, a bless- 
ing, in disguise, for Hong Kong. 


United States Now Heavy Buyer 
of Chinese Goods thru 
Hong Kong 


The American demand for 
Chinese-type goods, which form- 
erly came from the mainland, 
could not be met because the U.S. 
Government would not permit 
their import from Communist 
territory. This provided a fur- 
ther impetus for the establish- 
ment of such industries in Hong 
Kong. 

After ironing out the red tape 
difficulties and arranging a cer- 
tification and licensing scheme 
which satisfied the United States, 
Hong Kong- enjoyed a great in- 
crease in its exports of locally- 
made Chinese-type goods to the 
American market. 

The percentage of exports to 
the United States in relation to 
Hong Kong’s total exports rose 
from four per cent in 1952 to 11 
per cent in 1959 and is still ris- 
ing. 

In 1958 the United States was 
Hong Kong’s third best customer 
—following the United Kingdom 
and Malaya. In fact, during the 
last two months of 1958 the 
United States came close to re- 
placing Malaya as Hong Kong’s 
second biggest customer. 

And last month, March 1959, 
preliminary estimates showed 
that Hong Kong’s exports to the 
United States for the first time 
in recent history actually exceed- 
ed the Colony’s imports from 
America. 

U. S. imports from Hong 
Kong in 1958 amounted to rough- 
ly HK$300,000,000, an increase 
of more than 50 per cent over 
1957. The big jump has been in 
cotton garments — particularly 
shirts and blouses. Other impor- 
tant items of export to the 
United States were toys, em- 
broidered slippers, rattan furni- 
ture, woven baskets, oriental 
groceries and rubber-soled can- 
vas shoes. 

The increasing amount of 
Hong Kong textiles reaching the 
American market has given rise 
to murmurs of protest from do- 
mestic textile interests. But so 
far Hong Kong’s textiles have 
not met the degree of opposition 
shown those from Japan. 

Hong Kong textiles also are 
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meeting some resistance in the 
United Kingdom and other man- 
ufacturing countries where they 
undersell the domestic product. 
American exports to Hong 
Kong last year were around 
HK$420,000,000 a drop of ten 
per cent from 1957. This was due 
principally to lower shipments of 
scrap metal for resale to Japan 
and decreased American textile 
—— to Southeast 
sia. 


Expanding Export Trade 


The total value of Hong Kong’s 
external trade declined slightly 
in 1958 from 1957 but trade in 
products of Hong Kong origin 
actually rose somewhat. 

The combined value of imports 
and exports in 1958 was HK$7,- 
582,530,000, a decline of HK$583; 
190,000 from 1957. Most of this 
was due to a fall in import values 
from an abnormally high 1957 
figure. 

The decline in export value in 
1958 was only HK$27,470,000, 
and this was all in re-exports. 
The value of exports wholly or 
principally of Hong Kong origin 
rose to an all-time record of 
HK$1,260,280,000. 

Total value of Hong Kong ex- 
—_ in 1958 was HK$2,988,800, 

Almost half of the total Hong 
Kong exports in 1958 went to 
South and Southeast Asia, com- 
pared with only 12 per cent be- 
fore the war. 

Great Britain is still Hong 
Kong’s most profitable market, 
to which the Colony has duty- 
free access. Exports to Britain 
in 1958 were about the same as 
to Malaya—around HK$400,000, 
000. But 85 per cent of the ex- 
ports to Britain were made in 
Hong Kong, while only 25 per 
cent of the shipments to Malaya 
were locally-made 

Principal exports to Britain 
are textiles and footwear. 

Hong Kong also has been in- 
creasing her exports to Contin- 
ental Europe, Australia, New 
Zealand and Canada and most of 
these sales are of locally-made 
goods from the Colony’s new in- 
dustries. West Germany has be- 
come a particularly good cus- 
tomer. 

Recently American investors 
have been supplying more and 
more capital for Hong Kong’s ex- 
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port industries. There are no 
exact figures but economic officials 
say it is substantial. 

While the Chinese and British 
business interests have been 
chiefly responsible for the dra- 
matic industrial growth of Hong 
Kong, Americans have helped 
from the early days. 

One instance concerns an 
American importer who, in 1952, 
found himself to be unable to 
secure the necessary license to 
import into Japan a large amount 
of British woolen yarn to be made 
into gloves. He suggested to an 
established Hong Kong firm that 
it use the yarn and enter the 
glove manufacturing field. 

An expert was sent to Hong 
Kong from the United States to 
instruct employees in the opera- 
tion of knitting machines. In six 
months the first gloves were be- 
ing exported by the company. 

In 1953 Hong Kong exported 
296,136 dozen pairs valued at 
HK$6,496,735. In 1957, accord- 
ing to the Colonial Government’s 
handbook, Hong Kong exported 
1,434,737 dozen pairs with a total 
value of HK$26,205,828. 


The Textile Boom 


The textile industry has ex- 
panded very rapidly since 1948 
and now is Hong Kong’s major 
industry. The spinning mills, 
most of them of latest design, 
operate more than 350,000 spin- 
dles. The main items in the weav- 
ing section are cotton grey drill, 
canvas, shirting, striped poplins, 
ginghams and other bleached and 
dyed white cloth and prints. 

Production in 1958 was esti- 
mated to total 250,000,000 square 
yards. 

Raw cotton for the textile in- 
dustry constitutes the largest 
single item Hong Kong imports 
from the United States. In 1958 
it was valued at more than HK- 
$75,000,000. 


The Outlook 


So far as concerns the future; 
Hong Kong businessmen are bas- 
ically optimistic. They foresee 
difficulties ahead, both economic 
and political, but apparently feel 
they will be able to overcome 
them by the application of the 
same energy and enterprise which 
has characterized their success 
story of the past 14 years. 
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They don’t expect continuation 
of boom conditions at the 1957-58 
level. And they are resigned to 
the indefinite loss of the China 
mainland market. 

There also is the probability 
that the entrepot trade with 
Southeast Asia will continue to 
decline as the area develops its 
own commercial contacts through- 
out the world. 

However Hong Kong’s entre- 
preneurs hope to make up for 
any loss in entrepot revenue by 
further expanding exports of the 
Colony’s own manufactures. 

Admittedly Communist China 
is always in the minds of the 
Chinese, British and other busi- 
nessmen in Hong Kong. As men- 
tioned earlier, they do not expect 
any overt move by the Peking 
Government against Hong Kong’s 
position in the foreseeable future. 

But they recognize that politi- 
cal considerations motivate Red 
China’s trade policy and they 
must always be apprehensive on 
the score of economic warfare— 
particularly in Southeast Asia. 

The British Government has 
shown no particular inclination 
of late to trim its sails to the in- 
ternational political winds sim- 
ply because of Hong Kong’s ex- 
posed position on the edge of the 
Eurasian Communist land mass. 
But neither has it indulged in 
any provocative exchanges of the 
type which sometimes occur be- 
tween Peking and Washington. 

Hong Kong, and its British 
and Chinese businessmen, seem 
to feel that a good trader who 
serves a useful function and stays 
out of politics can always man- 
age to make his way in the world 
—along with a fair profit. 


The Genius of Free Enterprise 


So far as its own internal po- 
litical situation is concerned, 
Hong Kong is stable and un- 
ruffled under British Governor 
Sir Robert Brown Black. Preoc- 
cupied with business, there has 
been no agitation among the Chi- 
nese, who make up most of Hong 
Kong’s thrée million inhabitants, 
for any more self-rule than they 
have. 

The Colony’s Government was 
somewhat slow to recognize the 
seriousness of the refugee prob- 
lem in the early 1950’s. But once 
it grasped the magnitude of the 
invasion, it moved with com- 
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mendable efficiency. Huge hous- 
ing developments have been built 
to care for the influx from the 
mainland and tighter controls 
clamped on immigration. 

The Hong Kong Government 
levies only moderate taxes but 
even so the annual budget is more 
tian balanced. At present its re- 
serve is equal to one year’s ex- 
penditures. 

Hong Kong is described as one 
o° the few remaining places 
where the government still has 
tie old “laissez faire” attitude 
toward business. The U. S. Com- 
merce Department says of Hong 
l.ong that “in general, the gov- 
ernment has avoided large-scale 
rieasures to stimulate the eco- 
1 omic life of the colony, leaving 
the solution of the major eco- 
:omic problems in the hands of 

rivate interests. Hong Kong’s 
considerable economic develop- 
1ent is attributable in great part 
o the large measure of freedom 
f enterprise existing in the col- 
my.” 

The Hong Kong Government 
tself, in its latest annual report, 
joints out that the Colony achiev- 
d its post-war economic recov- 

ry without outside aid. It says: 

“The predominant theme in in- 
ternational discussions about 
Asia in recent years has been the 
urgent need for outside assist- 
ance, in cash or kind, for the less 
developed and newly independent 
countries of the area, in order to 
promote their economic develop- 
ment and to raise the standard 
of living of their peoples. Hong 
Kong has, however, lived up to 
its reputation of being, as so of- 
ten before, the exception to the 
general rule. This small colony, 

almost entirely lacking in natural 
resources other than the indom- 
itable will and enterprise of its 
people, has not only belied all 
prophecies of economic disaster, 
but also established itself as a 
vigorous industrial power whose 
activities are provoking wide- 
spread attention from less suc- 
cessful competitors. This devel- 
opment has been achieved with- 
out major recourse to outside eco- 
nomic assistance (other than ben- 
efits derived from membership 
in the Commonwealth of Nations) 
and despite formidable obstacles 
arising from political circum- 
stances beyond local control’. 
END 
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Gauging Second Quarter 
Outlook 





(Continued from page 134) 


Nothing approaching record 
levels is in store for the current 
year, but the list of industries 
planning to increase their out- 
lays is impressive. Moreover, it 
should be considered that cor- 
porate executives invariably un- 
derestimate both their cutbacks 
and increases in capital expendi- 
tures. 

At the moment, the airline in- 
dustry, in the middle of its swing 
over to jet aircraft, is the only 
major segment of the economy 
expected to top its 1957 expan- 
sion totals, but several others 
plan at least 10 to 15 percent in- 
crements. Principal among these 
are the aforementioned electrical 
utility industry, the textile group 
and the oil industry. 

On the other hand primary 
metals and mining operators, 
badly burned by overcapacity 
during the recession, are schedul- 
ing further cutbacks in outlays 
until production is brought more 
closely in line with capacity. 


The Small Car Impact 


None of the above figures or 
statements reflect the unofficial 
impact that is already being felt 
in several industries from the 
coming introduction of small 
cars by the top three automobile 
makers. The auto parts makers 
are still close-mouthed about the 
business they are receiving, but 
enough has leaked out to indicate 
better days for a wide group of 
industries, including steel, alu- 
minum, rubber and the various 
makers of automobile parts and 
accessories. 

Borg-Warner, in fact, has al- 
ready announced the receipt of 
small car orders, and has enthu- 
siastically hailed this new busi- 
ness as the opening wedge for a 
“big new expansion” in Borg’s 
auto parts business. Similarly, 
many machine tool and machin- 
ery producers privately admit 
that the pickup reported recently 
in new orders is largely the re- 
sult of “small car” business, but 
specific news on these orders 
must await “new breaks” by the 
car makers themselves concern- 
ing next years models. To date, 


only Ford has admitted publicly 
that it plans to enter the small 
car market next year. 


Outlook 


In view of the picture painted 
above, the significance of the sec- 
ond quarter is sharply reduced. 
A combination of hedge buying 
of steel, the placing of new or- 
ders for machinery and tools for 
next years car models, and a sub- 
stantial rise in transportation es- 
pecially from the steel centers 
virtually assures that business 
statistics will look good through 
June. 

After that, despite the prob- 
ability that steel and other metal 
operations will slow down some- 
what, there is ample additional 
evidence that at least a modest 
recovery will continue through 
the balance of the year. 

Construction activity, a ma- 
jor prop in the last few years, 
continues at an_ exceptionally 
high rate and is now getting ad- 
ditional supports from a slight 
pickup in industrial building. 
This fact alone, when combined 
with the high rate of scheduled 
roadbuilding and other public 
works, virtually assures a steady 
demand for steel and other metal 
products. Moreover, a_ slight 
slowdown in the pace of overall 
economic activity may bring 
about several healthy develop- 
ments. 

Plywood prices, for example, 
have been pushed to a near rec- 
ord $85 per thousand feet owing 
essentially to a shortage of avail- 
able _ railway transportation 
equipment. The result has been 
a small, but noticeable decline in 
new housing starts. Once that ex- 
traordinarily high level of steel 
and metal shipments recedes, 
however, the space squeeze 
should ease, taking the pressure 
off plywood and other building 
material prices, and reviving the 
new housing market. 

Furthermore, the maintenance 
of consumer spending at record 
levels and the recent evidence of 
an easing in the troublesome un- 
employment situation bolsters 
the outlook for appliances and 
wide variety of hard and soft 
goods products. 


Signs of Spring 


The appliance upturn has been 
among the most encouraging de- 








velopments of 1959, but it has 
not been alone. Textile produc- 
tion, for example, is up 15 per 
cent from a year ago, and recent- 
ly introduced price increases are 
sticking. In fact, several textile 
firms report that their total out- 
put through the end of the sec- 
ond quarter has already been 
sold. 

New car sales have also taken 
a turn for the better, leading at 
least one company (Ford) to pre- 
dict that 1959 will be a six mil- 
lion car year. It is too early to 
comment on the validity of this 
prediction, but it is encouraging 
to note that output in March rose 
to 576,085 cars, a rate ahead of 
a six million pace. Moreover, the 
March figures stand 20.5 percent 
above February totals and over 
sixty percent above March 1958. 


Mixed Profits Outlook 


It appears certain, therefore, 
that 1959 will be a far better 
year than 1958, even if activity 
slows somewhat in the latter 
months of the year. Profits for 
individual companies, however, 
will vary widely. Steel and 
metals companies, benefitting 
from the heavy demand for their 
products are already reporting 
excellent results for the first 
quarter, but enthusiasm should 
be tempered with the realization 
that comparisons are being made 
with the severely depressed first 
quarter of last year—and with 
the fact that demand has been 
abnormally high so far this year. 

In other industries, the picture 
will not be as clear. Electrical 
equipment makers will benefit 
from increased shipments of 
electronic equipment for the de- 
fense program, but earnings 
from the rising level of utility 
orders will not be felt until 1960 
at the earliest. 

Auto parts manufacturers will 
have a good year, but profits will 
be held down by the need for 
costly retooling to meet Detroit’s 
demands for small car designs. 
Moreover, the parts makers will 
continue to bear a large portion 
of automotive research costs, a 
factor which is becoming more 
costly each year. 

The car makers, of course, 
should have a more attractive 
profits year, but ahead lies the 
uncertainties of the small car 
market. To date, the only thing 
that is sure is the extraordinary 
expense of bringing “compact” 
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cars to market. 

For the machinery and tool 
makers, the upturn in orders has 
been too insignificant so far to 
warrant undue optimism. That 
new orders have stopped declin- 
ing is a happy circumstance. But 
a return to shipments near the 
record $800 million set two years 
ago still appears a long way off. 


Summary 


All in all the outlook ahead is 
neither dark nor exhuberant. In- 
ventories, backlogs and new or- 
ders have taken a turn for the 
better, but when adjusted for 
hedge buying against a possible 
steel strike, their true signifi- 
cance becomes blurred. On the 
other hand, there are ample signs 
that the economy is not about to 
slip back into recession. So far, 
however, there is little to justify 
a runaway stock market at the 
present level of prices. END 





For Profit and Income 





(Continued from page 159) 
Blaw-Knox 


In the machinery group, Blaw- 
Knox, around 43, appears reason- 
ably priced for speculative buy- 
ing. Earnings have been well 
maintained at $3.84 a share in 
1958, against 1957’s $3.99 and 
1956’s peak $4.16. They might 
reach the vicinity of $4.40 to 
$4.60 a share this year, for a 
new record; and should be high- 
er in 1960 on the reasoning that 
business recovery implies larger 
total outlays for new plant and 
equipment in 1960 than in 1959. 
Now at $1.40, cash dividends 
could be raised. There were 
stock extras of 214% last year, 
4% in 1957 and 5% in 1956. 
The company makes equipment 
for the utility, chemical, steel, 
building and other industries; 
and engages in specialized en- 
gineering and contract construc- 
tion work. In a 1956-1959 range 
of 4634-2114, the stock has not 
been unduly exploited. 


ABC 


In the amusement field, Ameri- 
can Broadcasting-Paramount is 
on the upward grade. Results of 
the Paramount movie theater 
chain are far from dynamic but 
might improve a bit this year. 
Losses on radio broadcasting are 


being reduced. The big improve- 
ment is in television broadcast- 
ing revenue, reflecting develop- 
ment of a number of popula: 
programs. ABC-TV now has five 
of the country’s ten tep-rated TV 
programs (in audience cover- 
age), compared with one a yea) 
ago. Based on planned new pro- 
grams and the general upward 
revision of advertising budgets 
now in progress, the company’s 
prospects appear more promis- 
ing for the “television year’ 
starting next autumn. Including 
$0.19 a share in capital gains 
(sale of some Paramount proper- 
ties), over-all net was $1.40 a 
share in 1958, against 1957’s 
$1.10. Operating profit this year 
could approximate, if not exceed 
the record $1.87 a share of 1955, 
in which year Paramount theater 
results were dominant. Present 
indications suggest a good gain 
next year, which might bring 
liberalization of the $1.00 divi- 
dend. The company has substan- 
ial stock interests in two small, 
growing producers of electronic 
equipment, and in California’s 
successful Disneyland Park 
amusement center; and, through 
its Am-Par subsidiary, is among 
the larger producers of phono- 
graph records. In a so-so market, 
the stock recently “broke 
through” to the best recovery 
level in several years. Around 
25, it remains well under its 1955 
high of 3314, and might well 
equal or exceed the latter level 
over a period of time. 


Pure Oil 


Primarily an integrated do- 
mestic oil producer, refiner and 
marketer, Pure Oil will benefit 
this year from the indicated 
moderate general rise in product 
sales and from better margins. 
The latter figure will be helped 
by reduced competitive pressure 
from oil imports under the pres- 
ent mandatory Federal control 
program. At the same time, the 
new program is directly bene- 
ficial because it permits the com- 
pany to bring in up to 13,540 
barrels daily from its production 
in Venezuela (or later from 
other sources), against a pre- 
vious “voluntary” quota of 5,000 
barrels. Last year, profit was cut 
over 20% to $3.35 a share. It 
might be anywhere from $4.40 
to $4.70 a share this year. In 
time the $1.60 dividend could be 
raised. The stock appears reason- 
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ably priced at 46, in a 1956-1959 
range of 5134-29. Oil and gas 
reserves have a conservatively 
estimated value over $75 a share. 


A Canadian Speculation 


Most Canadian stocks with 
growth possibilities are as liber- 
ally priced as U. S. issues, or 
more so. An exception is Domin- 
ion Tar & Chemical, a major 
producer of building materials, 
chemicals, paper and pulp. Full 
benefit from aggressive expan- 
sion, by acquisitions in recent 
years, probably is ahead. Profit 
rose to $1.40 a share, a new 
peak, last year, from 1957’s 
$1.25; and should gain further 
this year. The stock is listed on 
principal Canadian exchanges 
and actively traded in the U. S. 
on the American Exchange. On 
a conservative $0.60 dividend, it 
is now quoted around 18. Attain- 
ment of a level around 25 or 
more over a period of time seems 
a reasonable expectation, based 
on growth of the Canadian econ- 
omy and the company’s good rep- 
resentation therein. END 





Answers to Inquiries 
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inland waterway in Chicago and 
a major expansion of the Los 
Angeles box plant will be com- 
pleted in 1959. 

Owens-Illinois sold last year 
98,386 common shares of Con- 
tinental Can So. stock but still 
owns the beneficial interest in 
319,500 shares of Continental 
stock which is held in a Voting 
Trust. 

The company expects sales and 
earnings in 1959 will compare 
favorably with last year’s as well 
as with the performance of in- 
dustry in general this year. 

Earnings for the first quarter 
of 1959 rose to $7,834,997, or 
98¢ a share, from $6,566,417, or 
80¢ per share in the same quarter 
of last year. 

The company is directing 
much of its basic research on 
glass toward developing new 
types of glass for use in the elec- 
tronics field. Some of this effort 
concerned compositions having 
resistance to high temperatures 
and to bombardment by high 
energy particles. Additional re- 
search concerned composites of 
glass, ceramics and metals, ac- 
cording to the company. 
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Dividends last year totalled 
$2.50 per share and 621% cents 
was paid in the first quarter of 
the current year. The company 
has paid consecutive dividends 
since 1907. This leading producer 
of glass containers and glass spe- 
cialties, paperboard and corru- 
gated shipping containers has 
had a good record of growth 
over the years. 


Ritter Company 
“T am a subscriber to your magazine 
and would like to receive information 
on Ritter Co. and please indicate earn- 
ings trend of the last few years.” 
L.S., Roanoke, Va. 


Ritter Co., Inc. manufacturer 
of dental, medical and hospital 
equipment, last year established 
all-time records in company sales 
and earnings for the second year 
in succession. 

Consolidated net income for 
1958 was $1,653,783 after all pro- 
visions. This amount represents 
a 7.3% increase over the $1,541,- 
940 net income of 1957. Earnings 
for 1958 came to $3.34 per com- 
mon share outstanding at the 
year-end. On a comparable basis, 
1957 earnings amounted to $3.11 
per share. 

Ritter sales attained a new 
high total of $17,093,503 in 1958 
compared to $16,591,718 reached 
the previous year. The increased 
sales were attributed to the inter- 
est shown in the Borden Airotor, 
the ultra-high speed air driven 
dental drill first marketed in late 
September 1957, and inclusion 
for the first time of a full year 
sales of Liebel-Flarsheim Co. of 
Cincinnati, Ohio, manufacturers 
of electro-medical equipment and 
medical X-ray specialties, which 
became a wholly owned subsidia- 
ry of Ritter in June 1957. 

Ritter current assets at the end 
of 1958 totalled $11,847,004 of 
which $1,287,593 was in cash. At 
the same time twtal current lia- 
bilities amounted to $3,557,957, 
resulting in net working capital 
of $8,289,047, compared to $5,- 
922,072 in 1957. 

The company has a substantial 
West German manufacturing sub- 
sidiary which has been long estab- 
lished in a favorable location, and 
this will enable then to take ad- 
vantage of the expansion in the 
European markets which can be 
expected as the countries which 
comprise the European Common 
Market gradually integrate and 
expand their economic and com- 
mercial forces. Already a small 


addition to the company plant in 
Germany is planned for comple- 
tion this year. The German sub- 
sidiary contributed a total of 
$242,200 to Ritter Co. income in 
1958 compared with $198,901 in 
1957. 

Earnings have shown a steady 
rise in each of the past four 
years. 

Company paid $1.45 in cas 
dividends plus 4% in stock in 
1958 and has paid 40 cents quar- 
terly thus far this year. EN) 





Evaluating The Market 
Outlook... 





(Continued from page 131) 


the 30 stocks made new highs 
only 17 had gains on the day 
about half of these fractional 
and six accounted for 90% of the 
day’s rise by the average. Foi 
the whole list, the day’s ratio o. 
up to down stocks was about 5.+ 
to 4.6. 

We cite this — though the 
break-through brought broade 
subsequent strength — merely t¢ 
point up the fact that your inter- 
est has to be in stocks, not the 
average. There can be no perma- 
nent market Utopia. Selective 
emphasis on sound values for 
1959 and beyond will pay off. 

—Monday, April 20. 
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Wool: R eviews 
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Financial Post’s 
Survey of Mines 

Stepped-up exploration activity re- 
sulting in new mineral finds is build- 
ing the base for a fresh surge of 
growth in Canadian mining, says the 
1959 edition of The Financial Post’s 
Survey of Mines. 

This 408-page basic reference book 
reports that Canadian mining is pre- 
paring for greater mineral demands 
of expanding industry throughout the 
world. 

Providing details on all active min- 
ing companies in Canada as well as 
thousands of others, the Survey of 
Mines is the most comprehensive book 
in its field. 

It includes 22 pages of up-to-date 
maps of imvortant mineral areas, an 
eight-year price range of stocks, min- 
eral production tables going back to 
1858. 

Beside data on Canadian mines, the 
book also includes stock commission 
rates, lists of milling plants and metal 
prices. 

Financial Post, Toronto $4, 


THE MAGAZINE OF WALL STREET 





nt in 
mple- 
sub- 
.1 of 
ne in 
1 in 


eady 
four 


cas. 
k in 
juar- 
END 


ghs 
day 
nal 
f the 
F 0} 
10 O. 


the 
ade} 
ly te 
iter- 
- the 
rma- 
ctive 

for 


1 20. 
eSNN 


eM 


r re- 
uild- 
e of 
; the 
‘ost’s 


book 
pre- 
ands 
. the 


min- 
l as 
book 
date 
, an 
min- 
k to 
, the 


sion 
1etal 


$4. 


EET 





Helping You to ATTAIN and RETAIN 


FINANCIAL INDEPENDENCE 


(Important — To Investors With $100,000 or More! ) 


W) ost investors are aiming for financial in- 
dependence . . . whether they hope to arrive 
at their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality ... for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In 1959 and the coming years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 

. . With a host of new products, materials 
and techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense 
of less able competitors. TO YOU, as an in- 
vestor, this adds up to an increased need for 
continuing investment research and capable 
professional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unusually promising 1959 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never neces- 
sary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves you 
of any doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you to 
save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provi- 
sions. (Our annual fee is allowed as a de- 
duction from your income for Federal In- 
come Tax purposes, considerably reducing 
the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








Faun information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us q list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee ... and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL STREET. A background of fifty-one years of service. 
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How to take the measure 
of a cigarette’s taste 


One good way is to measure the tobacco in the 
cigarette. Oddly enough, the width of the tobacco 
strands affects the cigarette’s taste. Tobacco that’s 
too wide (or too narrow) would pack improperly. 
The cigarette’s burning rate would be adversely 
affected . . . and so would its taste. 

Since“ proper packing is so important, The 
American Tobacco Company takes great pains to 
check the width of the fine tobacco used in the 
manufacture of all its cigarettes. 


Un 
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The tiny strands are checked in a simple but 
ingenious test developed by American Tobacco’s 
Research Laboratory. Sample strands are care- 
fully pasted on a long strip of film. Then the film is 
passed through a microfilm reader (see inset) so 
that width of cut can be accurately measured. 
This test, like many others, is run continually, 
year after year. It’s one more way The American 
Tobacco Company uses its great knowledge of to- 
bacco to produce cigarettes of matchless quality. 
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